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Perils for the Bulwinkle Bill 


The significance of the fact that there has been 

no shipper opposition to the Bulwinkle bill, under 
which transportation rate-making procedures would be 
exempted from the anti-trust laws, at long-drawn-out 
hearings before House and Senate committees, is ap- 
parent to everyone interested—except to the represen- 
tatives of the Department of Justice, which is currently 
engaged in an attempt to have those precedures de- 
clared illegal in a case before the federal court at Lin- 
coln, Neb. 

A number of the members of the Senate interstate 
commerce committee have commented on that fact, in 
apparent puzzlement at the vehemence of the opposi- 
tion of the Department of Justice men, who are trying 
to convince the committee that the bill would legalize 
a lot of nefarious practices and bring ruin on American 


| industry. 








The point was raised, at the hearing last week, by 
Senator Hawkes, of New Jersey, after James E. Kilday, 
special assistant to the Attorney General in charge of 
the transportation and public utilities section of the 
Depatment of Justice’s anti-trust division, had said that 
there had been complaints from shippers. 

The senator wanted to know why shippers, if they 
were opposed to the bill and opposed generally to exist- 
ing rate-making practices, had not appeared at the 
hearings, and added that he, personally, had received no 
single complaint from any shipper. 

“They have had their opportunity in court and I 
can’t see why they don’t exercise their right if they 
feel the way you say,” the senator told Mr. Kilday. 

The latter’s reply was that shippers “let their hair 
down and talked’ when they were at home, but that 
they “sang a different tune” when they came to Wash- 
ington. 


We think members of the Senate interstate com- 


_ merce committee are too familiar with the outspoken- 


ness of shippers, when they oppose anything under 
consideration by that committee, to accept Mr. Kilday’s 
implication that they suffer from an access of timidity 


_ when they get into the presence of that committee, or 


' any other Congressional committee for that matter. 


The plain fact is, of course, that shippers generally 


| if not unanimously are not opposed to the Bulwinkle 


bill, nor are they willing to see anything happen to 


break down the existing rate-making machinery, des- 


pite admitted weaknesses in that machinery, and ad- 


mitted errors committed in the past by those who run 
it. 

Of all people, shippers are most acutely aware of 
the impossible conditions that would result were the 
conference method of rate-making declared illegal. 
Anything that may serve to make such an unwise 
course impossible has their approval—or, shall we say, 
at least does not have their disapproval. 

Why anyone should assume that any shipper who 
might oppose the bill would hesitate to tell the com- 
mittee about that opposition we do not know. Certainly 
enough of them have appeared before both the House 
and Senate committees to describe the chaos that would 
result with the abolition of the existing methods of 
transportation rate-making and the burden that aboli- 
tion would place on the shipper, who would then be 
required to do his negotiating with individual railroads, 
with consequent added burdens of work and loss of 
time. 


| T MIGHT HELP the cause along, too, were the rep- 

resentatives of the Department of Justice to under- 
stand the part played by shippers in the adoption of 
the existing rate-making procedures. Inclusion in those 
procedures of the privilege of shippers appearing be- 
fore the rate committees, publicity for proposals before 
they are considered, and other details are largely the 
outgrowth of shipper insistence, through the National 
Industrial Traffic League, through other shipper or- 
ganizations and by individuals. 

We are confident that the Department of Justice 
does not know or understand these facts. The members 
of the Congressional committees ought to, but it would 
undoubtedly do no harm for them to be again impressed 
with the history of the development of rate-making 
practices and the part played in that history by ship- 
pers, especially at the moment when the prospects for 
the adoption of the legislation appear none too bright. 

The dimming of those prospects, which appeared so 
bright a few weeks ago, is caused by the impending 
adjournment of Congress, which is being talked of for 
late May or early June. This is Congressional election 
year, and nothing is quite so important than for the 
members of the House, and those members of the 
Senate who are up for reelection this year, to get back 
home to perform the task that the newspapers of the 
early years of the century called “mending their fences.” 

For the remaining weeks before the adjournment, 
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the legislators are likely to be busy with what they and 
most others consider more important things—veterans’ 
housing, loans to foreign countries, and other parts of 
the administration’s sadly battered legislative program. 
Even should the Senate committee report the Bulwinkle 
bill favorably, it is doubtful whether the Senate will 
get around to debating it and voting on it. 

The prospect of the bill dying for lack of action in 
the Senate ought, we think, stir sentiment among ship- 
pers to add their individual and collective voices to the 
demand that it be acted on before adjournment. That 
might well be just the added push that would put it 
over. 

We put no faith in the rumors, spread by psuedo- 
occult radio commentators, among others, that Presi- 
dent Truman intends to veto the bill if it is passed. We 
doubt very much whether, in the midst of manifold 
more important worries, the President has given much 
thought to the matter. He is likely not to do so before 
the adopted bill lies before him for signature. What he 
will do then, is anyone’s guess, and we imagine he does 
not himself know at the moment. At any rate, unless 
the bill is passed by the Senate, the President won’t 
even have a chance to sign it. 

One of the interesting things about the Senate com- 
mittee hearings is the way in which pending court 
procedures involving rate-making keep intruding. Op- 
ponents of the bill imply that there is something wrong 
in Congress acting in a matter that is in the process of 
adjudication. Of course, there is no validity in that 
view; but it does make it pretty clear that the Governor 
of Georgia and the Department of Justice are fairly 
confident that the federal courts are going to uphold 
their contentions and throw serious legal difficulties in 
the way of transportation rate-making as we know it. 

On the other hand, the inspiration for the legisla- 
tion lies in no small measure in apprehension on the 
part of some congressmen and senators, and on the part 
of the railroads, that the courts will do just that. 

There were competent legal minds, before the filing 
of the Bulwinkle bill, who were of the opinion that ex- 
isting legislation amply protected the transportation 
agencies from anti-trust sanctions against their rate- 
making practices, and who, therefore, insisted that it 
was a mistake to seek new laws on the subject. Their 
position would be justified were the courts to hold 
against the complainants in the Georgia and Lincoln 
cases. 

Were that to happen, our prediction would be that, 
in years to come, transportation agencies and shippers 
will regret the adoption of the Bulwinkle bill. As writ- 
ten, it provides a fairly simple code for the regulation 
of rate bureaus by the Commission. But it is in the 
nature of administrative law to develop rigidity and 
scope as the years pass. If the Bulwinkle bill becomes 
law, it can hardly be expected that rate bureau regu- 
lation will follow any other pattern. 
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Checkmate for Justice Department 


It was inevitable that, sooner or later, legal scholar- 

© ship would be brought to bear on the anomalous 

situation created by the attempt of the Department of 

Justice to arrogate to itself the power to substitute its 

judgment in transportation matters for that of the 
Commission and of the courts. 


Charles D. Drayton, of Washington, D. C., once 
an attorney-examiner for the Commission, has called 
on a long experience in transportation law in his book, 
“Transportation Under Two Masters,” reviewed else- 
where in this issue, to show the legal incompetence and 
the stubborn bias that has induced a long series of 
efforts on the part of the department’s personnel to 


make it the supreme arbiter in the field of transporta- 
tion. 


The book has an especial quality to recommend it: 


‘It is a first-rate legal document in its logical disposition 


of the claim of the crusading Department of Justice to 
block common-sense and Commission-approved methods 
of rate conference ‘under the Sherman antitrust act. 
Mr. Drayton’s evidence will satisfy the most meticulous 
legal mind on the point that Congress never intended 
to include the railroads under the terms of that act, 
not only from evidence in the legislative history of the 
antitrust act, but from a long line of legislation since 
the Hepburn act of 1906. ' 


Having done this, Mr. Drayton proceeds to deal 
with “Justice in Transportation,” the book published 
about a year ago by Arne C. Wiprud, once one of the 
white-plumed knights of the antitrust division, together 
with the introduction written for that book by Thurman 
Arnold, his old boss in the division. We had our own 
fling at the book when it was published, entirely from 
the layman’s point of view, but we can only cry “Bravo!” 
to Mr. Drayton’s shattering of the lances of the two 
gallant tilters, who seem to ride against Congress, some 
Presidents of the United States, the Commission, the 
Civil Aeronautics Board, the Office of Defense Trans- 
portation, and the War and Navy departments as hav- 
ing failed in their duties in transportation. 


yy IS PLEASANT to read such dialectics—but it is 

not so pleasant to read what Mr. Drayton has to say 
about the effect of this bias of the Department of Jus- 
tice on the two great wars in which our country has 
been engaged in this generation. 

Looked at from another angle, the book is hearten- 
ing. We have had our season of executive dominance 
of the other two coordinate branches of government, 
perhaps a season not altogether ended, if this tendency 
of the Department of Justice were to find a successful 
outlet. It is to be remembered that the department has 
not only indulged in these attacks on the rate confer- 
ences, but has even gone into court to confess error on 
the part of the Commission in clear derogation of its 
duty to defend the actions of such bodies, 
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We are in a critical period of our national history. 
We cannot afford to have any one arm of the govern- 
ment “take over.” If a stand is made successfully in 
the transportation field against such fanatic unwilling- 
ness on the part of one agency of the government to act 
within the scope of its powers, others may be encour- 
aged to extend the effort to the end that we shall once 
again restore, not only the constitutional balance of 
powers of the three branches of the national govern- 
ment, but something like the old working balance of 
power as between local governments and the national 
government. 


Hearings Sought on Rail Request 
for 25 Per Cent Increase 


Coal and paper traffic groups ask denial of rail 
request for increases without full hearings. Ship- 
ping Institute opposes increases as not sufficiently 
high. Henry asserts inflationary effect of increases, 
if granted, would be negligible 


While expressing a sympathetic attitude towards the re- 
quest of the railroads for an increase of 25 per cent in freight 
rates, with exceptions, in Ex Parte 162, the Wisconsin Paper 
and Pulp Manufacturers’ Traffic Association and the Coal 
Trade Association of Indiana have asked the Commission not 
to approve increases without full hearings, (see Traffic World, 
April 20, p. 1183). 

The Paper Association, saying its members were in sym- 
pathy with the needs of the railroads for additional revenue 
if they were to maintain adequate services on which its mem- 
bers must rely for the successful conduct of their own opera- 
tions, added they were not in position to accept “unproven and 
unreasonable increased freight rates and charges and protest 
granting the petition of the railroads without first having had 
an opportunity to analyze the railroads proposals and to study 
the effect thereof on their costs for transportation on both 
inbound raw materials and supplies and on the products 
thereof.” 

Specifically, the association asked the Commission to deny 
the railroads’ request for permission to make the increased 
rates effective May 15 on one day’s notice in advance of hear- 
ing and final disposition of the petition. 

The coal association asked that no increases on bituminous 
coal be granted until ‘‘and after” a full hearing. 

They said an increase in rates on coal from Indiana of 30 
cents a ton to destinations north and west of a line described 
in Note 2, under Group 300, bituminous coal and lignite, in Ap- 
pendix 2 to the rail petition, with an increase of only 15 cents 
a ton in the one-factor all-rail rates from the Ohio, Crescent 
and related districts to that territory, would subject its mem- 
bers to undue prejudice. Such increases would unduly prefer 
shippers of coal in the Ohio, Crescent and related districts, it 
said, adding that substantial quantities of coal moved from 
those districts into the territory described in the aforemen- 
tioned note. While not opposed to increases enabling the rail- 
roads to perform their functions properly and efficiently, said 
the coal group. It added that it was opposed to the granting 
of increases that would subject its members to injury and 
prejudice. 


Connecticut | Manufacturers Predict ‘“‘Bedlam”’ 


The Manufacturers Association of Connecticut, of Hartford. 
Conn., saying it recognized the possible need of the railroads 
for some increased revenue, has objected to the request of the 
railroads that the increase of 25 per cent, with exceptions, be 
permitted to become effective without suspension, but subject 
to further order of the Commission. 

The financial condition of the railroads had not reached a 
point where their future would be jeopardized by a delay of 
possibly 60 days in which the Commission could conduct an 
investigation and determine the reasonableness of the proposed 
advances, said the association. To allow the rates to become 
effective then conduct an investigation would result in “a 
bedlam of confusion,” it said. If the Commission should later 
find there was no necessity for such substantial advances and 
require the carriers to repay the excess over rates found reason- 
able, the association said the expense to the carriers would 
not only be tremendous, but in many instances return of the 
excess would be impossible. 





TRAFFIC WORLD 





In addition, it said, preliminary studies seemed to indicate 
certain inequities in the distribution of the proposed increases 
that had the effect of placing an undue burden on manufactured 
articles and relieving certain basic commodities of the proper 
proportion of the increases they would normally be expected 
to bear. 


Water Carriers Say Increase Not High Enough 


The American Merchant Marine Institute, Inc., announced 
that water carriers would oppose the railroads’ request for 
increased rates. 


While institute officials recognize that a general rate in- 
crease is vital both to water carriers and the railroads, they 
contend that the railroad petition would increase rates on com- 
modities carried in volume by water carriers by roughly no 
more than two per cent. 


This, they hold, is contrary to the proposal which has been 
sponsored by the War Shipping Administration, which would 
bring rail rates up to a compensatory level and thereby permit 
the resumption of profitable coastwise and intercoastal services. 

Harry S. Brown, chairman of the Intercoastal Freight 
Conference, commenting on the railroads’ petition said: 


The rail rate application makes it more obvious than ever that 
allegations in the W. S. A. petition were founded on fact and will con- 
tinue to be even more so if the rails get the relief they are seeking in 
the way in which they are seeking it. The railroad petition is more 
conspicuous by exceptions than by its blanket requests; the apparent 
intention of the rails being to hold down competitive rates and thereby 
cripple water carriers and run them out of business altogether. 


Not Inflationary, Says Henry 


Robert S. Henry, assistant to the president, Association of 
American Railroads, in a discussion of “references to the sup- 
posed inflationary effects of the increase in railroad rates re- 
quested of the Interstate Commerce Commission,” has directed 
attention “to the figures as to the part which railroad charges 
play in the cost of commodities.”’ Continuing, he said: 


The latest official study on the subiect. made by the Bureau cf 
Transport Economics and Statistics of the Interstate Commerce Com- 
mission, was for the year 1941. At that time the Commission found that 
the total freight charges of the railroads amounted to 744 per cent of 
the estimated value at destination of the commodities transported. 
values being based upon wholesale prices. 

Railroad freight rates today are still on a 1941 level, while who'~- 
sale prices generally are more than 1/3 higher than the prices of 194’. 
What percentage present-day freight charges are of retail prices, I co 
not know, but obviously it is considerably less than the percentage of 
wholesale values. 

The freight rate increases proposed would not produce as much 
additional revenue for the railroads as the increases in their expences 
due to rising prices and rising wages since the beginning of the war. 
It is estimated that if the proposed increases could have been in effect 
for the entire year 1946, which obviously they could not, they wou'd 
have produced slightly less than $1,000,000,000 in additional revenucs. 
Over against this there is the fact that increased wage levels, averaging 
nearly 48 per cent since the beginning of the war in Europe, will cost 
the railroads $1,355,000,000 in 1946, while increased prices of the ma- 
terials and supplies which railroads must buy will add an estimated 
$500,000,000 a year to their expenses. 

If there is any inflationary effect from increased freight rates, it is 
far smaller than is commonly realized. Any one looking for the source 
of inflation would find it not in railroad freight rates, but in the in 
crease in railroad costs, along with all other costs, resulting from rising 
levels of wages and prices. 


MONON REORGANIZATION 


John W. Barriger III, Arthur T. Leonard, and John E. 
Dwyer, as the reorganization managers under the plan of re- 
organization in Finance No. 10294, Chicago, Indianapolis & 
Louisville Railway Co. Reorganization, have filed a supplemen- 
tal application in that proceeding asking authority to acquire 
from the debtor company’s trustees all properties and assets 
and to issue securities and assume obligations and liabilities, 
in accordance with the plan approved by the Commission and 
confirmed by the federal court for the northern Illinois dis- 
trict, eastern division. 

For the purpose of consummating the plan of reorganiza- 
tion, the Commission, division 4, by a supplemental report and 
order in the proceeding, approved the acquisition by the Chi- 
cago, Indianapolis & Louisville Railway Co., and the vesting 
in' that company, of the properties of the debtor company, 
whether held by its trustees or otherwise. The division said 
that on consummation of the plan total capitalization of the 
reorganized company, effective as of January 1, 1943, would 
be approximately $30,084,791. 

At a hearing before Federal Judge Michael L. Igoe, of Chi- 
cago, April 24, on a plan for turning over the Chicago, Indian- 
apolis & Louisville Railroad to the three trustees on May 1, 
there were no objectors to the plan. Trustees for the Monon 
were named by Judge Igoe on April 12 (see Traffic World, 
April 20, p. 1206). 
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Rubber Transit Arrangement 


| Found Unreasonable 


I. C. C. also finds discriminatory as between con- 
necting carriers transit arrangement at points on re- 
spondents’ railroads for scrap rubber from southwest 
to official territories. Describes restriction as attempt 
to make all-rail rates, with transit, applicable over 
rail-barge routes 


The Commission, division 2, by a report and order in No. 
29193, ‘’ransit on Scrap Rubber, effective July 22, has found 
unreasonable and discriminatory as between connecting carriers 
in violation of section 3 (4) of the interstate commerce act, a 
storage-in-transit arrangement at certain points on the respond- 
ents’ railroads in connection with rates on scrap rubber, in car- 
loads, from points in the southwest, including eastern New 


| Mexico, to destinations in Official Territory. It has prescribed 


a lawtul basis of transit. 

instituted on 1ts own motion, the investigation, said the di- 
vision, concerned the lawfulness and reasonableness of a transit 
arrangement established by the respondent rail carriers ef- 
fective September 21, 1944, in connection with the movement of 
scrap rubber, n.o.i.b.n., between the origins and destinations 
atorementioned. 

‘Lhe transit arrangement under investigation, said the di- 
vision, was published by the respondents in a tariff to which the 
protestants, Inland Waterways Corporation, operating the Fed- 
eral Barge Lines, the Mississippi Vailey Barge Line Co., and the 
American Barge Line Co., were not parties. They had asked an 


| investigation without suspension of the schedules, it said. The 


tariff, said the division, provided that scrap rubber, n.0o.i.b.n., in 
carloads, shipped from points in the southwest might be stopped 
in transit at Little Rock, Ark., Memphis, Tenn., St. Louis, Mo., 
and East St. Louis, Lll., for sorting, cutting, grading, or storing 
and reshipped from the transit point to destinations in Official 
Territory on a basis of the through rate from point of origin to 
final destination ‘but not less than the rate applicable via 
all-rail from and to the same points,” plus the transit charge. 
The transit charge, it said, was 3.5 cents a 100 pounds, on the 
inbound weight, minimum $7.35 a car, plus 6 per cent of the 
rate applicable to the shipment. It noted that the transit charge 
was not under investigation. 

The division said it found unjust and unreasonable now and 
for the future the maintenance of the transit arrangement which, 
it said, was in effect restricted to apply in connection with the 
all-rail rates from and to the considered points, and the failure 
to provide like transit in connection with joint barge-rail trans- 
portation of like traffic from and to the same points at rates not 
higher than those applicable for such transportation of traffic 
not accorded such transit. 


“We further find,” said the division, “that the maintenance 
of this arrangement at points on respondents’ lines in connec: 
tion with the all-rail rates in which respondents participate 
jointly with any connecting rail carrier from and to the points 
considered herein and the failure to provide like transit in con- 
nection with joint barge-rail transportation of like traffic from 
and to the same points at rates not higher than those applica- 
ble for such transportation of traffic not accorded such transit 
is and for the future will be discriminatory as between connect- 
ing carriers in violation of section 3 (4) of the act.” 


Improper Transit Condition 


The division said it was also of the opinion that the form 
of transit restriction employed was an attempt to make the all- 
rail rates, with transit, applicable over the rail-barge routes, 
thereby changing a lawfully established joint rate. This form of 
restriction, it said, was improper as a condition of transit. 

The practical effect of the respondents’ transit arrange- 
ment, and the rules and practices affecting it, said the division, 
was to restrict the privileges provided thereby to shipments 
moving over all-rail routes. It recited that in Storage in Transit 
of Imported Rubber, 256 I. C. C. 183, the division found that 
maintenance of an arrangement that had such effect and the 
failure to provide like transit in connection with joint rates for 
the barge-rail transportation of like traffic from and to the 
same points no higher than those applicable on the traffic not 


a I 
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accorded transit was unjust and unreasonable and discrimina- 
tory as between connecting carriers. A similar conclusion, it 
said, was warranted in the instant proceeding. 

Schedules by which rail carriers proposed to establish re- 
strictions similar to that in controversy in connection with 
transit arrangements provided on imported chicle, tea, paper 
and paper articles and other commodities were withdrawn, said 
the division, following protests by the barge lines. The division 
said it was the protestants’ position that the rail carriers were 
attempting, by restricting transit arrangements provided on in- 
dividual commodities, to defeat the general principle enunciated 
in proceedings in which comprehensive adjustments of rail- 
barge rates were prescribed, that transit arrangements extended 
to shippers in connection with all-rail rates should also be ex- 
tended to the differential barge-rail rates. It said the American 
Barge Line argued that barge-rail routes in which it partici- 
pated were available for the movement of old worn out tires 
as this commodity did not come within the meaning of the term 
“in bulk” as defined in John L. Goss Corp. Contract Carrier 
Application, 250 I. C. C. 101. The division added: 


The transit arrangement applies on scrap rubber, which embraces 
old worn-out tires and numerous other scrap rubber materials. It seems 
clear that the packing requirements published in connection with the 
barge-rail rates would not prevent participation of the barge-rail routes 
at the differential rates in that portion of the scrap rubber traffic de- 
scribed above which moves outbound from the transit point in bales 
or bundles. Protestants, by appropriate tariff provision, may establish 
and maintain such packing requirements as are reasonable and other- 
wise lawful. There is no issue before us with respect to those require- 
ments as they affect the transit provision here dealt with. 


Evidence in respect of the movement of traffic under the 
transit arrangement, said the division, related to shipments 
made by A. Schollman, Inc., and H. Muehlstein & Co., scrap 
rubber brokers, at whose request the transit service was estab- 
lished. These concerns, it said, purchased scrap rubber from 
junk yards and other small dealers throughout the southwest 
for shipment to plants they operated at Memphis, Tenn., and 
East St. Louis, Ill., where it was sorted, cut and graded, and 
reshipped to reclaimers in official territory. It said the scrap 
rubber, 75 to 85 per cent of which consisted of worn-out tires, 
was shipped loose from origin point to Memphis and East St. 
Louis. After sorting, cutting and grading, from 70 to 80 per 
cent of the scrap rubber was reshipped loose from the transit 
point to the reclaimers and the remainder in bales or bundles, 
said the division. It added: 

The shipments move over all-rail routes from points of origin in 
the southwest to destinations in Official Territory under joint rates that 
apply through Memphis or East St. Louis. Schollman, Inc., and Muehl- 
stein & Co. purchase approximately 90 per cent of the scrap rubber 
sold in the southwest. The transit arrangement and the rules and 
regulations in connection therewith are satisfactory to them. They are 
not concerned with the establishment of transit over barge-rail routes 
as protestants will nof accept loose scrap rubber for transportation. 


OLSON TEMPORARY WATER AUTHORITY 


Oliver J. Olson & Co., in the capacity of managing owner, 
by an order of the Commission, division 4 in W-277, sub. 1 TA, 
Oliver J. Olson & Co. temporary authority—Olympia, has been 
authorized to operate as a contract carrier by self-propelled 
vessel in the performance of one trip, on or before May 6, in 
the transportation of lumber from Olympia, Wash., to Los 
Angeles Harbor, Calif. 


Cc. R. HARMS WATER AUTHORITY 


By an order in W-253, sub. 1 TA, C. R. Harms, Jr., tem- 
porary authority, the Commission, division 4, has authorized 
the applicant, doing business as Harms Marine Service, of 
Orange, Tex., to operate as a contract carrier by non-self-pro- 
pelled vessels with the use of separate towing vessels in the 
transportation of prefabricated houses from Orange to Port 
Sulphur, La., until June 30. The division said there was an 
immediate need for the service and no other carrier service 
was capable of meeting that need. 


BUFFALO BARGE APPLICATION DISMISSED 
By an order in W-692, Buffalo Barge Towing Corporation 
Common Carrier Application, the Commission, division 4, has 
dismissed the application and vacated the certificate and order 
issued February 23, 1943. The order said the applicant had 
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voluntarily relinquished its certificate and had stated it had 
definitely terminated its operations. The order said the appli- 
cant failed to appear at a hearing called for March 13 in 
New York City. 


FRANCIS H. CASTLE MOTOR PURCHASE 

By a report and order in MC F-3027, George C. Dade, et al. 
—Control; Dade Brothers, Inc.—Purchase—Francis H. Castle, 
the Commission, division 4, has approved the purchase by Dade 
Brothers, Inc., Mineola, N. Y., of certain operating rights of 
Francis H. Castle, Springfield, Mass., for $5,500, and acquisi- 
tion of control of the operating rights by George C., Robert E., 
Jesse E., Edith M., and Nellie E. Dade, all of Mineola, control- 
ling stockowners of Dade Brothers, Inc. Acquisition by Dade 
Brothers, Inc., of the Castle rights, said the division, would en- 
able it to use its extensive facilities, which had been employed 
for the last three or four years in the movement of materials 
for the armed forces, more economically and efficiently, by per- 
mitting it to transport commodities that it was not at present 
authorized to transport. 


REICH BROS. MOTOR: PURCHASE 


Purchase by John Garrantano and Catherine Garrantano, 
partners doing business as Hayes Express, Lodi, N. J., of cer- 
tain operating rights of Reich Bros. Long Island Motor Freight, 
Inc., Patchogue, Long Island, N. Y., for $2,000, has been ap- 
proved by the Commission, division 4, by a report and order in 
MC F-2989, John Garrantano and Catherine Garrantano—Pur- 
chase—Reich Bros. Long Island Motor Freight, Inc. 


Commission Reports 


(An asterisk before the docket number means that the report will not 
be printed in full in the permanent series of Commission reports, Mimeo- 
graphed copies of such reports in full may be obtained by prompt appli- 
cation to the Commission.) 


Asphalt 


Fourth Section Application No. 20266, Asphalt from El 
Dorado, Kan. By the Commission, division 2, Commissioner 
Splawn dissenting. Authority denied to establish and maintain 
rates on asphalt, in carloads, from El Dorado, Kan., to points 
in Kan. on the northern Kansas division of the Missouri Pacific 
Railroad, Rody Spur and stations west thereof, by way of 
Kansas City, Mo., without observing the long-and-short-haul 
provision of section 4 of the interstate commerce act. The divi- 
sion said relief had been authorized temporarily by fourth-sec- 
tion order No. 14939, as supplemented. It said the applicant, 
in its exceptions to the proposed report asserted it did not 
intend that the matter of conservation of transportation facili- 
ties in the national emergency should be given too prominent a 
place in connection with the relief sought because what it was 
really seeking was continuing relief after the emergency had 
passed, based principally on light traffic density. The nature 
of the territory served by the northern Kansas division and the 
circuity of the M.P.’s interstate route through Kansas City, 
said the division, were considered in Petroleum Products be- 
tween Kansas Points, 222 I.C.C. 599, wherein relief was granted 
in connection with rates on petroleum fuel o:] and other low-- 
grade oils from El] Dorado and other Kansas points to destina- 
tions on that division, subject to a circuity limitation of 50 per 
cent. This relief, it said, was subsequently extended to apply in 
connection with the rates on asphalt from and to the same 
points and was now in effect. It said the circuity of the M.P.’s 
route from El Dorado to Concordia, Kan., was 137 per cent, 
while to other destinations involved the distances ranged from 
60 to 114 per cent greater than those over the short-line intra- 
state routes from and to the same points. The division said 
sufficient justification for the relief prayed had not been 
presented. 

Lettuce 


No. 29233, O’Donnell Fruit Co. et al. vs. Baltimore & Ohio 
Railroad Co. et al. By the Commission, division 2. Complaint 
dismissed. Found applicable, rates charged on lettuce, in 117 
carloads, December 10, 1942, to March 31, 1944, inclusive, from 
Mesa, Normal Junction, Sahuarita, Tempe, Tolleson, and Yuma, 
Ariz., to Pittsburgh and New Castle, Pa., and Youngstown, O. 
Complainants found not shown damaged by alleged undue 
prejudice and preference. Fourth-section departures found duly 
authorized. The division said the rate charged, $1.77 a 100 
pounds, including the general increase prior to May 15, 1943, 
$1.72 from and including that date when the general increases 
were discontinued, was subject to a carload minimum of 20,000 
pounds, and was published as a joint rate in tariffs of the 
Trans-Continental Freight Bureau in effect throughout the 
reparation period. It said the allegation of overcharge was 
based on the maintenance, in the period covered by the com- 
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plaint, of a joint rate of $1.13, published in Trans-Continental’s 
tariffs to each of the named destinations from Bluewater and 
Grants, N. M., on the’ Santa Fe; a 52-cent local rate of that 
carrier from Phoenix and Litchfield to Albuquerque and Belen, 
N. M., applicable also under the provisions of a so-cailed in- 
termediate rule in the tariff to Bluewater and Grants and from 
points intermediate from Phoenix on the Santa Fe; and a rule 
published in item 124 in the tariff that governed the applica- 
tion of the aggregate-of-intermediate rates. It said the rates of 
$1.13 and 52 cents were subject to a carload minimum of 20,000 
pounds, and that the first named rate was established April 5, 
1941, and the last named rate became effective prior thereto. 


Commission Motor Reports 


(An asterisk before the docket number means that the report will not 
be printed in full in the permanent series of motor carrier reports of the 
Commission. Mimeographed copies of such reports in full may be ob- 
tained by prompt application to the Commission.) 


*MC 70662, Sub. 5, Cantlay & Tanzola, Inc., Vernon, Calif. 
Certificate granted on further hearing and findings in prior re- 
port on reconsideration, 43 M. C. C. 844, affirmed. Petroleum 
and petroleum products, in bulk, in tank trucks, except asphalt 
and heavy oils requiring special heated equipment, from points 
in Ventura, Los Angeles and Orange counties, Calif., to points 
in Esmeralda, Nye and Clark counties, Nev., and points in 
Washington, Kane, Iron and Garfield counties, U., and return of 
rejected or contaminated shipments. Other prior report, 42 
M. C._C. 835. 

*MC 88857, Sub. 21, O. M. Collett, Salt Lake City, Utah. 
Certificate granted, with conditions. Petroleum and petroleum 
products, in bulk, in tank trucks, between specified points in 
Utah, Colo., and Mont. 

MC 15003, Henry J. Friedman, Philadelphia, Pa., and Same, 
Sub. 1. On reconsideration, broker license granted. Commission- 
ers Aitchison and Lee dissenting. General commodities, with 
exceptions, between Philadelphia and points within 10 miles 
thereof, on the one hand, and, on the other, points in Conn., 
Del., Md., Mass., N. J., N. Y., Pa. Va. and the District of 
Columbia. 


SOUTHERN PACIFIC BONDS 

By a supplemental order in Finance No. 15020, Southern 
Pacific Railroad Co., bonds, in which the Commission, division 4, 
authorized the Southern Pacific to issue and sell to the Southern 
Pacific Co., $25,000,000 of first mortgage bonds, series D, bear- 
ing interest at 3% per cent, the division has authorized a reduc- 
tion in the interest rate of 2% per cent, effective May 15. The 
order said the Southern Pacic, in February, had issued $50,- 
000,000 of series F bonds, bearing the lower rate of interest, 
and the boards of directors of the two companies had agreed 
to a reduction in the rate of interest on the series D bonds. 


Cc. R. |. & P. CONSTRUCTION 

The Commission, division 4, by an order in Finance No. 
14960, Chicago, Rock Island & Pacific Railway Co. Trustees 
Abandonment, Etc., has extended to October 31 the time in 
which the trustees may complete construction of a line, 16.19 
miles long, between Floris and Paris, Ia. The trustees had been 
authorized to abandon 17.62 miles of line between those points 
in view of the construction of the new line along a different 
route (see Traffic World, Sept. 15, 1945, p. 670). 

The instant order said the trustees were unable to com- 
plete construction of the new line by April 30, “for good cause 
shown.” 





ALLIED VAN FILING TIME EXTENDED 


The Commission has extended to June 15, the time within 
which petitions for reconsideration, rehearing or reargument 
may be filed in MC 15735, Allied Van Lines, Inc., Common Car- 
rier Application, embracing also Same, Sub. 1, Extension—All 
States, by an order in those proceedings. The Commission had 
denied Allied Van authority to transport household goods be- 
tween all United States points over irregular routes (see Traffic 
World, February 23, p. 515). 


COMMISSION ORDERS 

No. 28303, Ohio Calcium Co., Inc., vs. B. & O. et al. Order of 
March 26, 1940, in so far as it requires maintenance of rates for the 
future vacated. 

MC 9388, Sub. 3, Stephen E. Anderson extension of operations 
Cuyahoga Falls, Ohio. Report and order of July 23, 1945, modified so 
as to authorize issuance to applicant on compliance with sections 215 
and 217 of act and rules and regulations thereunder, of an amended 
certificate authorizing transportation of general commodities, with 
exceptions, between stations of the P. R. R. at Akron and Cuyahoga 
Falls, Ohio, over city streets, thence over Ohio highway 5 and thence 
over city streets, no service at intermediate points, with usual re- 
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strictions as to service auxiliary to rail service of P. R. R. This order 
shall become effective May 9, unless any party-in-interest shall show 
cause, if any there be, in writing verified under oath, why the report 
and order entered on July 23, 1945, should not be modified in manner 
described above. 

MC 61692, Sub. 1, Warner’s Motor Express, Red Lion, Pa., 
sion, new furniture. 
present record. 

MC F-728 (2nd Supplemental). Tri-State Transit Co. of La., Inc., 
purchase, Gibbs Bus Line, Inc. Proceeding reopened and orders of 
May 23, 1939, and October 23, 1939, supplemented to include authority 
for purchase of additional rights. 

MC F-2600, C. W. Falwell, Jr., control; Falwell Fast Freight, Inc., 
purchase, W. B. Draper, and Evans Lines, Inc. Effective date of order 
extended from March 14 to April 14. 

MC F-2708, Harry D. Zabarsky and Milton J. Zabarsky, purchase, 
Norman H. Aliber. Application dismissed. 

MC F-2726, Charles L. Atwater and John W. Craig, control; 
Cartage Company, purchase, Great Lakes Trucking Co., Inc. (Milton J. 
Miller, receiver). Time within which authority granted in report and 
order of September 19, 1945, may be exercised, extended to Sep- 
tember 14. 

MC F-2994, Interstate Transportation Co., 
Line, Inc., pooling. Application dismissed. 

MC F-3002, W. R. Bradley and Gene Whitehead—control; 
Motor Lines, lease, Merchant’s Fast Motor Lines, Inc. 
missed. 

MC F-3070, R. L. Jeffries et al., purchase, R. L. Jeffries Trucking 
Co., Inc. Purchase by R. L. Jeffries, Eleanor Jeffries, Clyde R. Jeffries, 
Jean M. Jeffries, Orville E. Jeffries, Lucille E. Jeffries, M. H. Thorn 
and Mae M. Thorn, doing business as R. L. Jeffries Trucking Co. of 
operating rights and certain property of R. L. Jeffries Trucking Co., 
Inc., on certain terms and conditions authorized. 

MC F-3099, John M. Cochran—control and purchase—Lyons Trans- 
portation Co., Inc. Application dismissed. 

W-751, Commercial Barge Lines, Inc., common carrier application 
Commercial Barge Lines, Inc., extension applications, Commercial 
Barge Lines, Inc., extension—automobiles. Time for filing petitions 
for reconsideration extended to May 13. 

No, 29166, Anderson Brass Works, Inc., et al. vs. G. T. W. et al. 
Order of June 9, 1945, insofar as it requires continued observance and 
maintenance of rates prescribed therein, vacated. 

1. & S. M-2644, Charter coach fares from Washington commercial 
zone. Order of April 12, vacated insofar as it suspended operation of 
schedules named in tariff MP-I. C. C. 10 of Arlington and Fairfax Motor 
Transportation Co., other than schedules named in Section III thereof, 
but proceeding of investigation of schedules vacated shall be continued. 

1. & S. M-2498, Minimum rates between points in Central Territory. 
Petition of Consolicated Forwarding Co., Inc., for reconsideration de- 
nied. 


exten- 
Proceeding reopened for reconsideration, on 


Brada 


Inec., and Cowell Coach 
Sunset 
Application dis- 


MOTOR FINANCE CASES 

MC F-3083, Timothy J. Griffin—Control; Coast Van Lines, Incorpo- 
rated—Purchase—Ellis Brown and P. M. Follensbee. Application for 
authority under section 210a (b) of Coast Van Lines, Incorporated, of 
Los Angeles, Calif., for temporary operation of motor carrier rights 
of Ellis Brown and P. M. Follensbee, partners, doing business as Tri- 
angle Transfer & Storage Company, also of Los Angeles, denied April 
18, 1946. 

MC F-3105, Sanders Truck Transportation Co., Inc.—Purchase (Por- 
tion)\—Hughes Transportation, Inc. Request for renewal of authority 
granted by order of March 1, 1946, petition filed March 22, 1946, for 
amendment of application filed under section 5, Interstate Commerce 
Act, and second application under section 210a (b) filed March 28, 
1946, granted April 19, 1946, and Sanders Truck Transportation Co., 
Inc., of Allendale, S. C., authorized to temporarily operate a portion 
of the motor-carrier rights of Hughes Transportation, Inc., with con- 
ditions. 

MC F-3154, The Chief Freight Lines Co.—Purchase—Hans B. Han- 
sen. Application for authority under section 210a (b) of The Chief 
Freight Lines. Co., of Kansas City, Mo., for temporary operation of 
motor carrier rights of Hans B. Hansen, also of Kansas City, granted. 

MC F-3147, Barend Zevalkink et al.—Control; Michigan Messengers, 
Inc.—Purchase—George E. Williams et al. Application for authority 
under section 210a (B) of Michigan Messengers, Inc., of Grand Rapids, 
Mich., for temporary operation of motor carrier rights and properties 
of George E. Williams, William K. Williams, and Jacque E. Williams, 
partners, doing business as Williams Motor Freight of Kalamazoo, 
Mich., granted, with conditions. 


UNCONTESTED FINANCE CASES 


Report and order in F. D. No. 15241, Pennsylvania Co. notes, 
granting authority to issue not exceeding $30,000,000 of secured serial 
notes, to be sold at 100.023 and accrued interest and the proceeds used 
in connection with the redemption of $32,000,000 of outstanding secured 
notes, consisting of $12,000,000 of secured notes, series A, and $20,- 
00,000 of 25-year 3% per cent sinking fund secured notes, series B. 
Approved. 

Report and order in F. D. No. 15252, Maryland & Pennsylvania 
Railroad Co. Securities, granting authority (1) to issue at par a promis- 
sory note or notes in the face amount of not exceeding $200,000, the 
proceeds to be used to pay a loan in a like amount evidenced by notes 
due May 1, 1946, held by the R. F. C. and (2) on the surrender for 
cancellation of $700,000 of first consolidated mortgage bonds, series B, 
6 per cent, due May 1, 1947, now pledged with the R. F. C., (a) to 
issue not exceeding $500,000 of first consolidated mortgage bonds, series 
C, 6 per cent, due October 1, 1963, and (b) to procure the authentica- 
tion and delivery of not exceeding $200,000 of additional series C bonds; 
the $500,000 of series C bonds, together with $100,000 of first mortgage 





1265 


4 per cent bonds, due March 1, 1951, to be pledged as collateral secu- 
rity for the note or notes and the $200,000 of additional series C bonds 
to be held in the applicant’s treasury subject to further order or 
approval of the Commission. Approved. 

Report and order in F. D. No. 15249, Missouri-Kansas-Texas Rail- 
road Co. note, granting authority to issue a promissory note in the 
principal amount of $4,750,000 and to pledge and repledge from time 
to time all or any part of the $13,152,600 of prior lien mortgage 5 per 
cent bonds, series E, as collateral security therefor. Approved. 

Report and order in F. D. No. 15054, Bowden Railroad & Transpor- 
tation Co. Purchase, authorizing purchase by the Bowden Railroad & 
Transportation Co. of the property of the Bowden Railway Co., in 
Carroll County, Ga. Approved. 

Second supplement report and order in F. D. No. 15065, Erie Rail- 
road Notes, granting authority to issue at par not exceeding $1,890,000 
of promissory notes in further evidence but not in payment, of the un- 
paid portion of the purchase price of certain equipment to be acquired 
under a conditional sale agreement. Approved. 


FINANCE APPLICATIONS 

MC F-3169, Abb’s Transfer & Service Co., Inc., dba Wooldridge 
Motor Lines, Mobile, Ala., asks authority to purchase certain operating 
rights of V. A. Morreale, dba Gulf Coast Motor Lines, Bay St. Louis, 
Miss. 

MC F-3170, Des Moines Transportation Co., Inc., Des Moines, Ia., 
asks authority to purchase certain operating rights of Margaret Plag- 
mann, dba Plagmann Transfer Co., Davenport, Ia. 

MC F-3171, David H. Ratner, Joe E. Grinpas and Bernard A. Lipson, 
of Riverside, Ill., ask authority to acquire control of Southwest Freight 
Lines, of Kansas City, Mo., through ownership of capital stock. 

MC F-3172, W. D. Buffaloe and J. H. Buffaloe, dba Buffaloe Broth- 
ers, of Carthage, N. C., ask authority to lease certain operating rights 
of Akers Motor Lines, Inc., of Gastonia, N. C. 

MC F-3173, Cincinnati Street Railway Co., of Cincinnati, O., 
authority to acquire control of The King Brothers Co., 
nati, through ownership of capital stock. 

Finance No. 15266, United Truck Lines, Inc., of Spokane, Wash., 
asks authority to issue chattel mortgage and conditional sales contracts, 
secured by notes up to $250,000, for the purpose of buying new equip- 
ment to replace equipment now in use. The applicant, said it planned to 
purchase new trucks, trailers and refrigerator units and other equip- 
ment. 

Finance No. 15268, Cleveland & Buffalo Steamship Co., a corpo- 
ration, and Thomas J. McGuire, sole general partner, doing business 
with certain limited partners as Cleveland & Buffalo Steamship Co., 
not inc., ask transfer of lease of rights of Wisconsin & Michigan Steam- 
ship Co., from the partnership to the corporation. 

Finance No. 3394, Chicago, Burlington & Quincy Railroad Co., files 
petition or supplemental application asking the Commission to termi- 
nate that part of the authority granted it in 1924 to issue $17,294,000 
of first and refunding mortgage bonds of Series A or any other series, 
which authority, the applicant said, had not been used. 


asks 
also of Cincin- 


PETITIONS FOR REHEARING, ETC. 

MC F-3158, Transway, Inc., lease, Mike Heck’s Delivery Service, 
Ine. Transway, Inc., asks for authority to temporarily operate prop- 
erties of Mike Heck’s Delivery Service, Inc. 

MC F-2280, Harry Ratner (Helen Lipson and Sidney Tarkoff, ex- 
ecutors), lease, Truck Transport, Inc. Petitioners ask the Commission 
to issue an order granting lessees the right to continue leasing and 
operating properties of Truck Transport, Inc., until July 1, 1947, or 
until such time as the Commission may specify. 

MC F-3091, Fred W. Welch et al., application, lease and purchase 
(portion), Great Southern Trucking Co. Petitioners ask that the Com- 
mission dismiss the application. 


FF-128, Clipper Carloading Company freight forwarder application. 
Applicant asks for leave to file a new petition for reopening and recon- 
sideration. 


Railroad Abandonments 


C. & L. P. Ry. Co. 


In a proposed report in Finance No. 15000, Chateaugay & 
Lake Placid Railway Co. et al. abandonment, etc., embracing 
also Finance No. 15001, New York Central Railroad Co. acquisi- 
tion, Examiner J. S. Prichard has recommended that division 4 
permit: 1. Abandonment by the C. & L. P. of 13.66 miles of 
rail line between Lyon Mountain and Plumadore Junction, 10.1 
miles between Saranac Lake and Lake Placid, and abandonment 
of operation of these lines, all in Clinton, Franklin and Essex 
Counties, N. Y., by the Delaware & Hudson Railroad corpora- 
tion, owner of the C. & L. P. capital stock. 

2. Abandonment of operation under trackage rights by the 
D. & H. Corporation over a 27.36-mile line owned by the New 
York Central between Plumadore Junction and Saranac Lake, 
in Franklin County, N. Y. 

3. Acquisition by the N. Y. C. of the C. & L. P. line between 
Saranac Lake and Lake Placid. 

The examiner said the railroad sought to be abandoned 
had connection for interchange of freight traffic with Adiron- 
dack division of the N. Y. C. at Saranac Lake, and connection 
for the interchange of passenger traffic at Loon Lake, about 
6 miles south of Plumadore Junction. He said the C. & L. P. 
proposed to abandon its entire railroad comprising the Chateau- 
gay branch, except a 16-mile segment extending from Danne- 
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mora to Lyon Mountain, and the D. & H. proposed to abandon 
operation of that branch west of Lyon Mountain, including 
operation under trackage rights on the N. Y. C., between 
Plumadore Junction and Saranac Lake. The examiner said 
the plan contemplated operations that would insure continued 
rail-transportation service to the entire territory now served 
by the portions of the C. & L. P. sought to be abandoned with 
the exception of a sparsely populated area between Lyon Moun- 
tain and Plumadore Junction. 


Hoboken Ferry 


In Finance No. 14920, Hoboken Ferry Co. et al. Abandon- 
ment, involving an application of the Hoboken Ferry Co., and 
of the Delaware, Lackawanna & Western, respectively, to 
abandon and abandon operation of a ferry line extending from 
Hoboken, Hudson county, N. J., to West 23rd St., Borough of 
Manhattan, Examiner W. J. Schutrumpf has recommended that 
the Commission permit the abandonment, with the so-called 
Burlington conditions prescribed for the protection of employes 
who may be adversely affected by the abandonment. 

The examiner said the railroad was losing $150,000 to 
$200,000 a year in the operation of the ferry and that those 
losses represented 50 per cent of the losses of the operation 
of its three ferries. He said the company would expand service 
at its Christopher Street Ferry to 24 hours a day, 365 days a 
year, and would add one boat at that ferry. 


He observed that, since January, 1944, the New York City 
authorities had held in abeyance an order requiring the ferry 
to use piers adjoining those now in use, and that. if that order 
was enforced, the railroad would have to spend $232,000 to place 
the adjoining piers in condition for safe operation. 


Suspended Tariffs 


(Designation of a tariff below does not mean that all schedules in it 
have been suspended by the Commission. Suspension orders contain 
many schedules not reproduced here. Details of such orders are pub- 
lUshed in The Daily Traffic World and Bulletin and The Traffic Bulletin.) 


I. and S. No. 5403, from April 18, until November 18. cer- 
tain schedules as set forth in supnlement No. 26 to Agent R. H. 
Hoke’s tariff I. C. C. No. 974. The suspended schedules pro- 
posed to revise the routing in connection with rates on canned 
citrus fruit, citrus fruit juice and papaya fruit products, car- 
loads, from points in Florida to Clinton, Ia., so as not to apply 
through Virginia cities. 


CAR UNLOADING ORDERS 


The Commission, division 3, by service order No. 491, Cars 
on I.-G. N. R. R.. Be Unloaded. has ordered the International- 
Great Northern Railroad Co. (Guy A. Thompson, Trustee) to 
unload six cars containing various commodities at Laredo, Tex. 

By service order No. 490. the Commission, division 3, has 
ordered the New York Central railroad to unload 38 cars con- 
taining various commodities on hand at Yonkers, N. Y. 

By service order No. 492, the Commission, division 3, has 
ordered the International-Great Northern to unload 15 cars, 
containing various commodities. on hand at Laredo. Tex.. the 
order to expire when the railroad informs the Commission’s 
bureau of service when, where, and by whom the unloading is 
completed. 


Oo. D. T. PASSENGER TRAFFIC ORDERS REVOKED 

Effective Mav 1, the Office of Defense Transnortation has 
removed all remaining controls it exercised over rai] nassenger 
traffic. by revoking General Orders O. D. T. 55 and 56. 

General Order 55 gave control of rail passenger equipment 
to the military authorities under O. D. T. supervision. General 
Order 56 set up standards of occupancy for Pullman cars and 
day coaches. 

The two orders were issued in July, 1945, at the peak of 
the demobilization movement. 





0.D.T. PERSONNEL 


The Office of Defense Transnortation has announced the 
resignation of M. Ellis Burk. assistant director, railwav trans- 
port devartment. and chief of the O.D.T. tax amortization sec- 
tion. effective Mav 1. Mr. Burk leaves the O.D'T. to hecome 
special engineer for the Atlantic Coast Line Railroad with 
headquarters at Wilmington, N. C. 

Mr. Burk will remain as a consultant engineer for the 
O.D.T. until the agency terminates on June 30. He is a trans- 
portation engineer by profession. and came to the O.D.T. on 
January 1942, as engineering assistant to the railway transport 
department, and later became assistant director of the depart- 
ment, and chief of the O.D.T. tax amortization section. Mr. 
Burk is a resident of Arlington, Va. 
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No. 29510, Sub. 1, Cudahy Packing Co., Chicago, Ill., vs. Santa Fe et al. 

Rates on lard, in straight carloads, from Denver, Colo., Kansas 
City and Wichita, Kan., and South Omaha, Neb., St. Paul, Minn., 
and Sioux City, Ia.; and fresh meats, slightly salted meats, packing 
house products, in straight or mixed carloads, and lard, in straight 
or mixed carloads, from St. Paul and Sioux City to points in South 
Pacific Coast territory, shipped in the two years preceding filing 
of complaint, in violation of section 1. Asks cease and desist order, 
rates and reparation. (F. J. Madden, 221 N. La Salle St., Chicago 
2, a? 

MC C-525, Old Dominion Freight Line et al. vs. D. D. Jones Transfer 
& Warehouse Co. 

Petition of Lillian F. Congdon and E. E. Congdon, dba Old 
Dominion Freight Line, Richmond, Va., and J. P. Talman, dba 
Blue & Grey Transportation Co., for investigation and elimination 
of operating rights of D. D. Jones Transfer & Warehouse Co., Inc., 
in MC 1630. alleging abandonment of operating rights between 
Norfolk, on the one hand, and Richmond, on the other, in 1942. Ask 
investigation and revocation if voluntary cessation of operations 
found. 

No. 29519, Ralston Purina Co., Minneapolis, Minn., et al. vs. 
N. W. et al. 

Allege failure to absorb switching charges on grain and grain 
products from industries or connecting lines at Minneapolis, to 
points on the Milwaukee, Great Northern, Soo Line and Northern 
Pacific, in violation of sections 1, 2, and 3. Ask cease and desist 
order, rates and rules, and reparation of $25,000. (Frank B. Town- 
send, 164 New Chamber of Commerce, Minneapolis 15, Minn.) 

No. 29520, Tampa Traffic Association, Tampa, Fla., et al. vs. A. & 
R. et al. 

Export and import rates to and from Tampa, as compared with 
rates applicable to export and import traffic to and from other Gulf 
and south Atlantic ports, alleged in violation of sections 1 and 3. 
Ask cease and desist order and rates. (Warren H. Wagner, 719 
Investment Bldg., Washington 5, D. C.) 

MC C-526, Harry Preisendorf—Revocation of Permit. 

Investigation instituted into operations of Harry Preisendorf, of 
Grand Island, Neb., as to failure to comply with sections 215 and 
218. Investigation instituted by division 5. 

No. 29453, amended, Martin H. Miller, National Legislative Represen- 
tative, Brotherhood of Railroad Trainmen, vs. Western Pacific et al. 

Amended complaint filed to make complaint more definite and cer- 
tain with respect to Western Pacific, alleging that the railroad is 
using locomotives propelled by steam and other power in violation 
of sections 22-34 of the Locomotive Inspection Act, as amended, in 
that the locomotives are not equipped with adequate seating fa- 
cilities for the use of brakemen and trainmen whose duties require 
them to ride on the locomotives. 

No. 29521, Armour & Co. et al. vs. B. & O. et al. 

Allege rates on bone meal, in carloads, Chicago, Ill., and Lock- 
land, O., to Official Territory points, April 15, 1944, to date, in 
violation of section 1. Ask cease and desist order, rates, and repa- 
ration. (Paul E, Blanchard, 4301 Racine Ave., Union Stock Yards, 
Chicago 9, Ill.; John H. C. Kirk, 4201 South Ashland Ave., Chicago 
9, Ill., and Ross Dean Rynder, 4115 Packers Ave., Chicago 9, Ill.) 

No. 29522, Great Atlantic & Pacific Tea Co. vs. Truck-Rail Terminals, 
Ine. 

Alleges rates on waxed paper, in carloads, Chicago, Ill., to New 
York, N. Y., and Newark and Paterson, N. J., 1944, prior to Sep- 
tember 13, in violation of section 405. Asks cease and desist order 
and rates. 

No. 29523, Railroad and Warehouse Commission of the State of Minne- 
sota et al. vs. Atlantic Coast Line Railroad Co. 

Allege rates on imported syrup, carloads, Port Everglades, Fla., 
to Minneapolis, Minn., April, 1944, in violation of section 1. Ask 
rates, reparation, and cancellation of outstanding undercharges. 
(Otto A. Radke, 401 State Office Building, St. Paul, Minn.) 

MC C-518, Central Territory—Less Truckload Class Rates. 

By the Commission, division 2, fourth supplemental order. Hear- 

ing into and corcerning reasonableness and lawfulness otherwise 


C. & 


of increased rates and charges, and rules, regulations and practices } 


affecting such rates and charges, applicable to shipments weighing 
less than 5,600 pounds interstate between points in Indiana, various 
commodities, as proposed in supplement No. 46 to tariff MF.-I. C. C. 
No. 1 of G. A. Henderson, Agent. Time and place for hearing to 
be. fixed. ; 

No. 29525, City of Bushnell, Ill., vs. Santa Fe et al. 

Rates on liquefied petroleum gas, shipped from points in Okla- 
homa and Texas in the two years prior to filing of complaint, in 
violation of sections 1, 3 and 4. Asks cease and desist order, charges 
based on weight of 4.7 pounds per gallon, and reparation of $1,750. 
(Dr. Bert Roan, Mayor, City of Bushnell, Bushnell, Ill.) 

No. 29526, Garn L. Moody, North Hollywood, Calif., vs. Southern Pa- 
cific et al. 

Rates on 18 carloads of contractor’s used equipment, shipped 
between August 24, 1944, and October 13, 1944, from Seattle, Wash.. 
to Burbank, Calif., in violation of sections 3, 4, and 6. Asks cease 
and desist order, and reparation of $1,393.01. (Niles O. Greet and 
D. R. Crawford, Room 505, 111 W. Seventh St., Los Angeles 14, 
Calif.) 
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April 27, 1946 


Examiner Finds Demurrage 
Charges Unreasonable 


Holds demurrage charges on a fruit shipment in- 
tended for export unreasonable to the extent they 
exceeded charges based on free time allowed in de- 
murrage tariff, but avers instant proceeding shows 
no basis for holding demurrage charges under service 
order unjust or unreasonable 


Examiner E. L. Boisseree, in a proposed report in No. 
29441, Simons & French Co. vs. Erie Railroad Co., et al., has 
recommended that the Commission award reparation and find 
unreasonable certain demurrage charges collected for detention 
of eight carloads of fresh pears, consigned for export, during 
a longshoremen’s strike, but has concluded that there was no 
basis on the record in the instant proceeding for concluding 
that the demurrage charges that the Commission required the 
carriers to publish under third revised service order No. 180 
were not just and reasonable. 

“The existence of a car shortage is a fact of vital impor- 
tance in deciding the issue in question,” said the examiner. “It 
is evident that charges which would be just and reasonable 
under certain conditions could become the reverse should those 
conditions be excluded. It is unnecessary to discuss at length 
the reasons for the service order involved. The car shortage 
brought about the heavy transportation demands during the 
war and immediate postwar period made such orders essential. 
The detention of cars under the emergency conditions brought 
about by the war is a direct threat to the transportation system 
and requires drastic action.” 

The examiner said that on September 14 and 17, 1945, 
there were shipped from Oregon points to Simons & French 
Co., New York, N. Y., complainant in the instant proceeding, 
eight carloads of fresh pears intended for export to Brazil. 
Because of a longshoremen’s strike in New York harbor in 
October, he said, the defendant Erie railroad was prevented 
from making delivery of the pears on the permitted dates 
specified. 

The shipments, said the examiner, were accorded free time 
and charges in accordance with Agent B. T. Jones’ tariff No. 
I. C. C. 3963. The charges were large in amount, he said, be- 
cause of the loss of export free time, and more particularly 
because of the application of the provisions of the Commission’s 
third revised service order No. 180 providing demurrage charges 
on refrigerator cars after the free time ranging from $4.40 
for the first two days to $44 for each succeeding day after the 
fifth day. 


The demurrage charges applied on the complainant’s ship- 
ments were unreasonable under the circumstances described, 
said the examiner, to the extent that they exceeded charges 
based on the 10 days’ free time allowed on shipments for 
export under rule S-21 of Agent W. S. Curlett’s tariff No. 
I. C. C. A-788. 


Proposed Reports 


Barium Peroxide 


No. 29420, Barium Products, Ltd., vs. Southern Pacific Co., 
et al. By Examiner O. G. Barber. Recommended that the Com- 
mission dismiss complaint and find not shown unreasonable 
applicable rate of $3.38 a 100 pounds on a less-than-carload 
shipment of barium peroxide from Modesto, Calif., to New 
Brighton, Minn., shipped August 6, 1942, and delivered Aug- 
ust 21. The examiner said the complainant sought application 
of carload joint commodity rate of $1.49, minimum 40,000 
pounds. He said the shipment clearly came within the definition 
of a less-than-carload shipment in Rule 16, Definition of Less 
Carload Freight, since the quantity tendered for transportation 
was almost half of the minimum weight provided for carloads. 
Furthermore, continued the examiner, the shipment could not 
be classified as a carload under Rule 14 because it was loaded 
by the carrier, and there was no tariff on file that provided a 
charge for loading or unloading when pick-up service had been 
performed. He said the alternative provisions of Rule 15 were 
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inapplicable because the exception named in section 1(b) of 
that rule specifically excluded shipments that had been accorded 
pick-up service. The less-than-carload rate charged was the 
applicable rate, he said. 


Cheese, Etc. 


I. and S. M.-2511, Increased Rates between Minn. and Wis. 
Points. By Examiner H. W. Angle. Recommends ordering sus- 
pended schedules cancelled and proceeding discontinued, say- 
ing none of the respondent carriers had appeared individually 
to support the proposal and one respondent actively opposed it. 
By schedules filed to become effective March 9, 1945, motor 
carriers parties to a Middlewest Motor Freight Bureau, pro- 
posed to cancel present less-truckload and volume commodity 
rates on cheese, paints, paint material, and related articles, pe- 
troleum and petroleum products and cotton or wool waste, be- 
tween the Twin Cities and Duluth, on the one hand, and speci- 
fied points in Wisconsin, on the other, resulting generally in 
the application of higher class rates. The opposing respondent 
had transported a substantial amount of the involved traffic and 
found it profitable at present rates, said the examiner, adding 
no showing was made by respondents that any carrier or car- 
riers had sustained a loss under the present rates. Certain ship- 
pers and the Price Administrator opposed the cancellation of 
the commodity rates. 

Coffee Extract 


MC C-480, Baker Importing Co. vs. Midwest Freight For- 
warding Co. et al. By Examiner H. W. Angle. Recommends 
finding column 70 rates charged on less-than truckload ship- 
ments of coffee extract between Minneapolis, Minn., on the 
one hand, and, on the other, Chicago, Ill., Kearny, N. J., and 
New York, N. Y., applicable and not shown unreasonable or 
unduly prejudicial, and that the complaint be dismissed. The 
examiner said the article clearly came under the description 
"coffee, extract of (condensed coffee), dry,” in the exceptions to 
the classification, and that the description claimed by com- 
plainant, “beverage preparations, n.o.i., dry,” taking a column 
55 rating, was not applicable because applying on articles not 
more specifically described. He also rejected comparisons with 
other articles because the record did not show the extent of 
movement of those articles. 


BALLARD MOTOR CERTIFICATE REVOCATION 

Revocation of a certificate in MC 42483, held by Ballard 
Motor Service, Inc., Philadelphia, Pa., has been recommended, 
on further hearing, by Examiner R. E. Brady, in a proposed 
report in MC C-453, Ballard Motor Service, Inc.—Revocation 
of Certificate. The examiner said the respondent had failed to 
comply with a Commission order that it institute reasonably 
continuous and adequate service. 


Motor Proposed Reports 


(Recommended orders in proposed motor reports, at expiration of 20 
days from date of service of reports (unless otherwise stated), become 
effective unless exceptions have been filed within the 20-day period or 
exceptions have been seasonably filed by other parties, or the order has 
been stayed or postponed by the Commission. State in which applicant 
has home office is shown in “black face” type, with name of town or 
sity following.) 


Indiana (Evansville)—-MC 106381, Arford O. Schnautz and 
Erhart H. Wepfer. Denial of permit proposed. Corrugated 
pulp board sheets and boxes, and allied articles consisting of 
tape, ogre roll stock, and labels, over irregular routes, from 
Evansville to points in described area of Ind., Ill., Mo., Ky., 
and Tenn. 

Nebraska (Imperial)—-MC 106294, Homer Manford Brown. 
Certificate proposed. Passengers and their baggage, and express 
in the same vehicle with passengers, from Ogallala, Neb., over 
Neb. highway 61 to Benkelman, Neb., thence over U. S. high- 
way 34 to junction unnumbered highway approximately 3 miles 
south of Benkelman, thence over such unnumbered highway to 
the Neb.-Kan. state line, thence over an unnumbered highway 
to Bird City, Kan., thence return over this unnumbered high- 
way to junction U. S. highway 36, then over the latter to 
Wheeler, Kan., thence over Kan. highway 27 to Goodland, Kan., 
and return over the same route, serving all intermediate points. 

Michigan (Newberry)—MC 106285, Jesse L. Barret and 
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John A. Barret. Certificate proposed. Passengers and their bag- 
gage, and newspapers, mail, and express in the same vehicle 
with passengers, between Sault Ste. Marie, Mich., and Ishphem- 
ing, Mich., and return over a described route, serving all inter- 
mediate points, also (1) between Strongs, Mich., and the junc- 
tion of unnumbered county highway and Mich. highway 28, 
over unnumbered county highway; (2) between Eckerman, 
Mich., and junction Mich. highways 28 and 123, over Mich. 
highway 123; (3) between Hulbert, Mich., and junction unnum- 
bered county highway and Mich. highway 28, over unnumbered 
county highway; (4) between Brimley, Mich., and junction 
Mich. highways 221 and 28, over Mich. highway 221; and (5) 
between Soo Junction, Mich., and junction unnumbered county 
highway and Mich. highway 28, over unnumbered county high- 
way. 

INlinois (Paris)—-MC 106104, Roy Willmoth and Charles E. 
Willmoth. Certificate proposed. Agricultural products, between 
specified points in Ill. and Ind. to points in Ky., Tenn., and Mo., 
and from specified Ill. points to points in Ind.; coal, from 
specified Ind. points and Sand Gap, Ky., and points in a de- 
scribed Ky. area to specified Ill. points; phosphate, from speci- 
fied Tenn. points to specified Ind. and Ill. points; lumber and 
fence posts, from Ky. and Tenn. points to specified Ill. and 
Ind. points; emigrant moveables, between specified Ill. points, 
on the one hand, and, on the other, points in Ind., Ky., and 
Tenn.; and livestock, from specified Ill. points to Indianapolis 
and Terre Haute, Ind. 

New York (New York)—MC 105996, John Peek. Certificate 
proposed. Passengers and their baggage, and newspapers and 
mail in the same vehicle with passengers, from Shohola over 
bridge across Delaware River to Barryville, N. Y., thence over 
N. Y. highway 55 to Eldred, N. Y., thence over an unnumbered 
highway to Highland Lake, N. Y., thence return over such 
unnumbered highway to Eldred, thence over an unnumbered 
highway to Yulan, N. Y., and return over such unnumbered 
highway to Eldred, thence over an unnumbered highway to 
Beaver Brook, N. Y., and return over such unnumbered high- 
way and the aforementioned highways to Shohola, serving all 
intermediate points. 


Pennsylvania (Warren)—MC 74618, Sub. 8, Carl R. Elm- 
quist and Harold M. Hunter. Certificate proposed. (1) House- 
hold. goods, between points in Warren county, Pa., on the one 
hand, and, on the other, points in O., W. Va., Md., Del., Conn., 
and the District of Columbia, and (2) new furniture, uncrated, 
from Warren, Pa., to points in W. Va., Md., Del., Conn., and 
the District of Columbia and in a described N. J. area, over 
irregular routes. 


Arkansas (Ozark)—-MC 58590, Sub. 2, Romie Wilson. 
Certificate proposed. (1) Machinery, equipment, materials and 
supplies used in, or in connection with, the discovery, devel- 
opment, production, refining, manufacture, processing, storage, 
transmission and distribution of natural gas, and its products 
and by-products, between points in four Ark. counties, on the 
one hand, and, on the other, specified Okla. points, over irreg- 
ular routes, and (2) (a) machinery, equipment, etc., as afore- 
mentioned used in, or in connection with, the discovery, etc. as 
aforementioned of natural gas and petroleum and their products 
and by-products, and (b) of machinery, etc., used in, or in con- 
nection with, the discovery, development and production of 
coal, and (c) machinery, etc., used in, or in connection with, 
the construction, development and maintenance of facilities for 
telephone and electric power companies, and (d) agricultural 
products, over irregular routes, between points on described 
highways in Ark., serving specified intermediate points, re- 
stricted to shipments of a maximum of 15,000 .pounds. 

Indiana (Gas City)—-MC 8540, Sub. 16, Harwood Trucking, 
Inc. Certificate proposed. Specified commodities, from Lock- 
land, O., to points in Ind., over irregular routes, returning with 
rejected shipments. 


Colorado (Longmont)—MC 3384, Sub. 2, Vane Golden. 
Certificate proposed, with conditions. Household goods, non- 
radially between points in Colo., Kan., Neb., N. M., Utah, and 
Wyo., and radially between points in Colo. and Wyo., on the 
one hand, and, on the other, points in Ariz., Ida., Ia., Mont., 
Okla., S. D., and Tex.; (2) cement, from points in Wyo. to 
points in Colo. with exceptions; (3) farm machinery and con- 
struction machinery in shipments weighing not more than 15 
tons each between points in Colo., on the one hand, and points 
in Wyo., Neb., Kan., and Mo., on the other, with exceptions, 
over irregular routes. 


South Carolina (Rock Hill)—MC 2545, Sub. 9, J. Wesley 
Lowther. Certificate proposed. General commodities, with ex- 
ceptions, between junction of U. S. highway 21 and unnum- 
bered York county, S. C. road north of Rock Hill, and Red 
River Mills or Red River, S. C., over the unnumbered York 
county road, serving all intermediate points. 

Oregon (Portland)—MC 95075, Sub. 2, N. J. Borich. Cer- 
tificate proposed. Store fixtures, new and used, between Port- 
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land, Ore., on the one hand, and points in Wash., on the other, 
over irregular routes. 

Iinois (k:igin)—-MC 94555, Sub. 2, C. A. Burnidge, Sidney 
Burnidge, and Uiarence Burnidge. Permit proposed, Feed ma- 
teriais and ingredients, from points in DuPage, Kane, Cook, Mc- 
Henry, DeKaio, and Kendal! counties, 1il., to Burlington, W,s.; 
and concentrated live stock feeds and poultry feeds, from Bur- 
lington, Wis., to points in the atorementioned counties. 

New York (Kingston)—MC 89783, Sub. 2, John T. Freder- 
ick, Jr. Certiticate proposed. Barrels, trom Kingston to New 
York City and Long island City, N. Y., over irreguiar routes 
through N. J., and return with rejected shipments to Kingston. 

Nebraska (West Point) —MC 89213, Sub. 6, Ulrich Oil Co. 
Denial of certificate proposed. Retined petroleum products, in 
bulk, in tank trucks, trom Sioux City and Council Bluffs, Ia., 
and points within 10 miles thereof, to named destinations in 
Neb., and all points in the counties in which the specific des- 
tinations are located: Dixon, Wayne, Dodge, Washington, Cum- 
ing, Cedar, Douglas, Burt, Colfax, Dakota, Platte, Knox, Madi- 
son, Pierce, Saunders, Thorston, Stanton. 

Texas (kort Worth)—MC 83939, Sub. 3, Herman Clary. 
Certificate proposed. Contractor’s equipment and supplies, and 
machinery, materials, supplies and equipment incidental to, or 
used in, the construction, development, operation, and mainte- 
nance of facilities for the discovery, development and production 
of natural gas and petroleum, over irregular routes, through Mo. 
and ‘l'enn., tor operating convenience only, in connection with 
presently authorized operations in MC 83539, Sub. 2. 

New York (Bronx)—MC 82799, Sub. 1, V. Santini, Inc. Cer- 
tificate proposed. Household goods, between New York, N. Y., 
on the one hand, and, on the other, points in Va., over irregular 
routes. 

Wisconsin (LaCrosse)—-MC 80430, Sub. 35, Gateway City 
Transfer Co., Inc. Certificate proposed. General commodities, 
with exceptions, serving points in the town of Mazomanie, Dane 
county, Wis., as off-route points, in connection with authorized 
regular route operations. , 

Missouri (Kosworth)—MC 75037, Sub. 1, Henry D. Thurlo. 
Certificate proposed.” Emigrant movables, between Bosworth 
and points within 10 miles thereof, on the one hand, and, on 
the other, points in Ill., Ia., and Kan., over irregular routes. 

Massachusetts (Fitchburg)—MC 72418, Sub. 3, A. B. & C. 
Motor ‘i'ransportation Co., Inc. Certificate proposed. General 
commodities, with exceptions, between Holyoke, Mass., and 
junction U. S. highway 202 and Mass. highway 2, over U. S. 
highway 202; between junction Conn. highways 15 and 20 and 
junction Conn. highways 15 and 30 over Conn. highway 15; and 
between East Hartford, Conn., and junction U. S. highways 5 
and 5A over U. S. highway 5, via Charter Oak Bridge, as al- 
ternate routes for operating convenience only, with no service 
at intermediate points. 

New York (Pleasantville)—-MC 66468, Sub. 1, Mikkelsen’s 
Express & Storage Co., Inc. Certificate proposed. Household 
goods, between Mt. Pleasant, New Castle, Bedford, and North 
Castle, N. Y., on the one hand, and, on the other, points in N. 
Y., Conn., Vt., N. H., Mass., R. L, Pa., and D. C., traversing 
Del. and Md., for operating convenience only. 


Illinois (Mt. Carmel)—-MC 65152, Sub. 1, Glenn C. Schuler, 
Delmar Guisewite, and Clint Guisewite. Denial of certificate 
proposed. Household goods, between points in named Illinois 
counties, on the one hand, and, on the other, points in II1., Ind., 
O,. Mo., southern peninsula of Mich., Tex., Okla., Tenn., Kan., 
Colo., Ky., Ark., Ga., and Fla. 

Illinois (Shelbyville)—-MC 64346, Sub. 1, Vincent D. Reed. 
Certificate proposed. Agricultural commodities, from points in 
Coles, Macon, Moultrie, Shelby, and Christian counties, Ill., to 
points in Ky. and Tenn.; (2) agricultural machinery and parts, 
from points in Mo., Ia., Ind., O., Mich., Minn., and Wis., to 
points in Christian, Coles, Effingham, Macon, Montgomery, 
Peoria, Sangamon, and Shelby counties, Ill., from Shelbyville, 
to all points in Wis., and from all points in Ia., O., Wis., and 
South Bend and Indianapolis, Ind., to St. Louis, Mo.; (3) iron 
and steel products, from points in Ind. to Shelbyville; (4) pe- 
troleum products, in containers, from St. Louis, Mo., to points 
in. Macon and Moultrie counties, Ill.; (5) coal, from points in 
Clay, Sullivan, Vermillion, Vigo, Knox, and Gibson counties, 
Ind., to points in Shelby, Christian, Moultrie, Macon, Coles, and 
Cumberland counties, [1l.; and (5) phosphate, from points in 
Giles and Maury counties, Tenn., to points in Shelby, Christian, 
Coles, Effingham, Macon, and Montgomery counties, Ill. 

North Carolina (Charlotte)—-MC 61599, Sub. 66, Queen 
City Coach Co. Certificate proposed. Passengers and their bag- 
gage, and express, mail, and newspapers, between Morven, N. 
C., and Chesterfield, S. C., over a specified regular route, serv- 
ing all intermediate points. 

North Carolina (Asheville)—-MC 61598, Sub. 30, Smoky 
Mountain Stages, Inc. Certificate proposed. Passengers and 
their baggage, and newspapers, express and mail in the same 
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vehicle with passengers, between Newport, Tenn., and Dell- 
wood, N. C., and return over a described route, serving all 
intermediate points. 

Pennsylvania (Williamsport)—-MC 59382, Sub. 9, Wilson H. 
Harman and Joseph M. Myers. Certificate proposed. (1) Oleo- 
margarine, prepared mustard, table sauces, pickles, salad dress- 
ings, edible vegetable oils, in containers, lard substitutes, vege- 
table stearine, and cooking oils, in containers, from Bayonne, 
N. J., to Williamsport, Pa., over irregular routes, and (2) 
damaged or rejected shipments of the aforementioned commodi- 
ties, from Williamsport to Bayonne, over irregular routes. 

Pennsylvania (Altoona)—-MC 17608, Sub. 3, Charles W. 
Filler. Certificate proposed. General commodities, (1) between 
Altoona and Osterburg, Pa., serving specified intermediate and 
off-route points, and (2) between Altoona and Martinsburg, 
Pa., over a described route and return, serving specified inter- 
mediate points, subject in both operations to conditions, includ- 
ing one that the service would be auxiliary to, or supplemental 
of, Pennsylvania railroad service. 

Illinois (Riverside)—-MC 9685, Sub. 3, Emery Transporta- 
tion Co. Permit proposed. Merchandise dealt in by wholesale 
or retail food business houses, and, in connection therewith, 
equipment, materials and supplies used in the conduct of such 
businesses, over irregular routes, (1) between Muscatine, Ia., 
on the one hand, and, on the other, points in Ill., Ind., Mich., 
Minn., Mo., Wis., and Louisville, Ky., (2) between Barrington, 
Ill., on the one hand, and, on the other, Cincinnati, O., Green 
Bay, Madison, Milwaukee, Onalaska and Oshkosh, Wis., St. 
Louis, Mo., and Clinton, Ia., and (3) between Chicago, Ill., on 


)the one hand, and, on the other, points in Ia. 


Kansas (Highland)—-MC 7073, Sub. 1, P. J. Walton. Cer- 
tificate proposed. (1) Agricultural commodities, from Highland, 
Kan., over U. S. highway 36 to St. Joseph, Mo., (2) building 
and fencing materials, from St. Joseph over U. S. highway 36 
to Highland, serving specified intermediate or off-route points. 

Kentucky (Ashland)—MC 6041, Sub. 4, Crawford Trans- 
port Co. Certificate proposed, with conditions. (1) New auto- 
mobiles and chassis (a) between Detroit, Mich., Toledo, Chilli- 
cothe, Waverly, Portsmouth, Jackson, and Ironton, O., and 
Ashland, Louisa, Paintsville, and Pikesville, Ky.; and (b) be- 
tween Toledo, O., and Lexington and Maysville, Ky., and (2) 
new automobiles, new trucks, and new chassis, in truckaway 
service, restricted to secondary movements, from Toledo to 
points in a described N. C. area, over irregular routes, travers- 
ing Pa., Md., Va., and W. Va. for operating convenience only. 

West Virginia (Logan)—-MC 4197, Sub. 6, W. A. Godby. 
Certificate proposed. (a) Meats, meat products, and meat by- 
products, (b) dairy products, and (c) articles distributed by 
meat-packing houses, between Huntington and Logan, W. Va., 
on the one hand, and, on the other, points in two W. Va. coun- 
ties, two O. counties, Russell, Ky., and points in two Ky. coun- 
ties, over irregular routes. 

New York (Fredonia)—-MC 1482, Sub. 4, Buffalo and Erie 
Coach Corporation. Certificate proposed. Passengers and their 
baggage, and newspapers, express and mail in the same vehicle 
with passengers, over a described regular route between junc- 
tion of U. S. highway 20 and N. Y. highway 75 near Athol 
Springs, N. Y., and Eden, N. Y., serving all intermediate points. 

Ohio (Hamilton)—-MC 51255, Sub. 4, Haeckl’s Express, 
Inc. Certificate proposed. General commodities, within speci- 
fied areas surrounding O. points and Indianapolis, Ind., and 
Chicago as off-route points in connection with regular-route 
operations; and two routes in O. for operating convenience. 
Limited dual operations found consistent. 


Petition for P. U. & D. Show Cause 
Order Called “Screen” for Boost 


Motor Carriers chose to meet competitive line-haul rates 
and in addition establish pick-up and delivery service that cre- 
ated a distinct advantage over their competitors, said the Pub- 
lic Service Commission of Wyoming in a reply to the petition of 
three western motor freight bureaus for a show cause order 
why a 20-cent increase to cover pick-up and delivery services 
should not be required of all rail and motor carriers and of 
freight forwarders (see Traffic World, March 16, p. 747). 

The Wyoming commission contended that the interstate 
commerce act did not provide authority for an investigation 
such as was sought, expressing the opinion that adequate remedy 
might be had through “formal pleading directed to violations of 
the act on the part of petitioners’ competitors.” 

Also, said the commission, the petition was misleading be- 
cause the final result would be a blanket increase in freight 
rates within and throughout the territory involved, finally ex- 
panded to include the United States. As there were no out- 
standing orders against motor carrier rates in “this territory” 
said the Wyoming body, proposed increases should be submitted 
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to the proper regulatory agencies according to precedent “and 
be not screened behind the claim of inability to perform cer- 
tain established functions.” 

The commission asked what the motor carriers proposed to 
assess against truckload or volume shipments, observing that 
such shipments were handled almost without exception by road 
equipment, picked up at shippers’ plants and delivered to plants 
of consignees without additional handling at carrier terminals. 


N.I. T. L., Rails and Others Oppose 
M. C.-W.S. A. Rail Rate Probe Request 


Special league committee asserts petition of water 
agencies for investigation of the legality and reason- 
ableness of rail rates competitive with water lines is 
too broad. Asks bill of particulars. Rails say probe 
would be “premature” during pending of Ex Parte 162 


The petition of the Maritime Commission and the War 
Shipping Administration, filed recently with the Commission, 
asking for an investigation of the legality and reasonableness 
of existing railroad freight rates and practices which are com- 
petitive with domestic water carriers (see Traffic World March 
23, p. 822), “is one of broadside allegations, wholly wanting in 
particularity,” says a reply on behalf of the National Industrial 
Traffic League, sent to the Commission April 19. If the com- 
mission decides, without additional showing, that it should enter 
into such an investigation, the reply asks that it “specify that 
the investigation will be limited to such particular rates (or to 
the rates on such commodities and kinds of traffic and between 
such origin and destination areas), and to such particular prac- 
we may be specified” by the Maritime Commission and the 

If, on the other hand, the investigation is instituted with- 
out such limitations, the reply continues, the Commission should 
ask the M.C. and the W.S.A. “to supply the equivalent of a 
bill of particulars, naming the principal carriers and describ- 
ing the rates and practices to which the averments of the peti- 
pos — which the interested parties will thus be charged to 

efend.” 

The reply points out that, if the petition is considered 
equivalent to a complaint, “it completely fails to indicate that 
the petitioners expect to undertake the usual burden of proof 
or to offer any measure of assistance to the Commission in 
determining what particular matters require an investigation or 
cooperation with the Commission in development of facts es- 
sential to a final order.” 

The position of the league in respect to the rate-making 
policies of the act have been and still are that rates of each 
class of carriers ‘“‘shall be made with respect to the costs and 
circumstances of the transportation which that class performs,” 
says the answer, “and that the rates of any other form of 
transport agency shall not be made the standard for fixing the 
rates for particular carriers.” On this point, it continues: 


The league has urged that shippers and receivers of goods are 
entitled to employ that mode of transport which they consider most 
economical and best adapted to the demands of commerce and to their 
needs; that the rate structure should not be designed artificially to 
influence the public’s use of different modes of transport but rather 
to afford reasonable charges for whatever service the particular carrier 
may be employed to render. Beyond these points the League has in- 
sisted that, on the one hand, it is the undoubted right of carriers, 
within reason, to charge less than the maximum reasonable basis of 
rates in order to attract business against competing agencies or to 
meet commercial conditions, yet there fs no warrant or authority in 
the Act to require any carrier to increase its rates in order that another 
form may compete with it and not lose money. 

These principles and contentions the league urges should have 
present (and final) consideration by the Commission in the determina- 
tion. of the matters involved under the petition of the United States 
Maritime Commission and War Shipping Administration. 


_ Finally, the reply says that, although the league has no 
objection to “such expenditious procedure as will tend to avoid 
delays in the prompt solution of any problem and determination 
of any issues,” it insists that in these procedings the Commis. 
sion adhere “to its custom of affording all shippers, carriers and 
interested persons full opportunity for preparation and to be 
heard, to offer testimony and to rebut the testimony of others, 
followed by the privilege of adequate argument of the principles 
and questions involved.” 

The reply had the approval of the executive committee of 
the league, meeting at Chicago last week to consider the rail- 
road petition for a general freight rate increase. It was filed 
on behalf of a special committee, headed by E. A. Reed, as 
chairman, of which the other members were C. A. Mitchell, 
H. A. Hollopeter, W. H. Ott, and C. W. Braden, by Walters, 
Burchmore and Belnap, league counsel. It also bears the signa- 
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ture of Irving F. Lyons, chairman of the executive committee, 
and Alonzo Bennett, A. H. Schweitert, Johns S. Burchmore and 
Edward F. Lacey, president, vice-president, attorney and execu- 
tive secretary, respectively, of the league. 


Western Railroads Question M. C.-W. S. A. Authority 


In a statement filed with the Commission by seven western 
railroads asking it to deny the petition, these lines have asserted 
that the M. C. and W. S. A. are without authority to make this 
request and that the W. S. A. is of a temporary nature with 
no substantial or continuing interest in the volume of railroad 
rates. 

Because of a lack of authority in the two agencies to file 
their petition and the temporary nature of their operations, as 
well as for other reasons, the petition should be denied, said 
the Great Northern, the Northern Pacific, the Union Pacific, 
the Spokane, Portland & Seattle, the Santa Fe, the Western 
Pacific, and the Southern Pacific railways. 

Neither the Commission nor the rail carriers, said the 
seven western railways, should be called on at this time to 
participate in a nationwide general investigation based on the 
M. C.-W. S. A. petition which, they said, was “wholly lacking 
in any specific factual data and consisted entirely of general- 
ities that had been shown to be lacking in merit. They added: 


The unfortunate situation in which the Pacific coastwise steamer 
lines found themselves prior to the war years was not due to the 
rail-rate structure but to competition among the coastwise steamship 
lines brought about by an over-tonnaging of the routes as a result of 
surplus ships in World War I and by labor difficulties during the 
thirties, resulting in a continual interruption in service and the re- 
sultant uncertainty of whether goods planned for water shipment would 
be promptly transported or be held indefinitely on the docks or in 
strikebound ships. In addition, the steamer lines’ revenues were ad- 
versely affected by the economic depression of the thirties similarly to 
those of other carriers and of business in general. 


The initiative and responsibility, said the railroads, now 
rested on the steamship lines to improve their rate structure if 
their rates were not consistent with sound economic operations. 


Say Steamers Diverted Rail Traffic 


In the period of operation of the coastwise lines by the 
W. S. A., said the railroads, these lines had been diverting sub- 
stantial traffic from the rails and would have diverted a much 
larger proportion but for the labor difficulties or threatened 
labor difficulties in their water-front operations. Temporary 
labor difficulties were no cause for an exhaustive rate-structure 
investigation, said the railroads, adding: 


There have been no “epressive practices adopted by the railroads 
on the Pacific coast to meet water competition and it is significant that 
the petitioners do not undertake to point out any specific instances in 
support of their general allegation of the adoption by the railroads of 
such repressive practices. 


Denying that competitive coastwise rail rates were in vio- 
lation of the interstate commerce act, the railroads averred 
that these rates were not lower than necessary to meet water 
competition and that the basic rate structure was approved by 
the Commission in Pacific Coast Fourth Section Applications, 
129 I. C. C. 3, and later reports, after exhaustive hearings. 

If Pacific coastwise steamer costs warranted higher Pacific 
coastwise steamer rates, said the railroads, the remedy lay in 
the steamship lines increasing their rates, in which instance, 
they said, Pacific coastwise rail rates “automatically” would 
have to be raised under the aforementioned amended fourth- 
section order. 

Replying to an allegation that maintenance of rail rates on 
the present basis constituted a wasteful practice, the railroads 
asserted that, to the contrary, it was a constructive, beneficial 
practice, enabling the use in normal peacetimes of surplus rail 
capacity that the wartime experience demonstrated was ab- 
solutely necessary for national defense. 


“Adequate Check Against Competition” 


Decisions of the Commission in the Pacific coastwise fourth- 
section cases afforded an adequate check against competition 
between ocean and rail carriers, said the railroads, adding that 
now that both were under the Commission’s regulation and 
must publish and maintain their rate schedules, there was no 
need to fear any competitive warfare between those agencies. 
Rather, continued the railroads, there was good reason to look 
forward to sound, forceful competition seeking and developing 
business under sound transportation conditions, provided the 
government through the W. S. A. and M. C. did not again over- 
tonnage the Pacific coastwise water routes, with a resulting 
renewal of the “destructive competition among the water lines 
such as existed in the twenties and early thirties.” 

Any action of the Commission designed to force the rail 
rate structure Pacific coastwise higher than a sound, justified 
economic basis in order to permit the Maritime Commission to 
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dispose of surplus vessels where they are not needed is not in 
accord with the declaration of transportation policy enunciated 
by Congress in the transportation act of 1940, and would rep- 
resent a departure from the long established position of this 
Commission that it will not consider matters which are not 
related to the transportation of the commodities in determining 
the lawfulness of competitive rates,” said the railroads. 

Citing State of Alabama vs. New York, C. R. Co., 235 
I. C. C. 255, at 320, the railroads continued: 


The ability of a competing agency of transportation to sell the 
instrumentalities by which such competition may be continued, to a 
successor, is no more a proper matter for consideration in the fixing 
of lawful rates than are wages, taxes or costs of production. 


Referring to the railroads’ petition just filed with the Com- 
mission for an increase in rates covering increased operating 
costs, the seven western railroads said such increases in all- 
rail rates would permit the Pacific coastwise water lines to in- 
crease their charges. ; 

The western railroads said that it had been possible to 
keep the coastwise railroads in such a state of efficiency that 
with the outbreak of the war they were not only able to take 
over all of the Pacific coastwise water borne traffic, but to 
successfully carry the tremendous burden of wartime freight 
and passenger traffic without undue inconvenience or appre- 
ciable delay, and without government subsidy or government 
aid. 

“The Commission has allowed full opportunity for the Pa- 
cific coast steamship lines to adjust their rate structure to meet 
their own economy without interference from a subnormal 
rate structure,” said the western railroads. ‘The steamship 
lines- have failed to take advantage of that authority. Any re- 
quest of the steamship lines or the petitioners for a general 
investigation such as here sought, especially without specific 
details of the practices or the rates, commodity or class, that 
are alleged to unlawful or objectionable, should be denied.” 


Other Railroads and Secretary of Agriculture 


Class I railroads in Official and Southern territories say 
it would be premature to enter on an investigation concerning 
water-competitive rail rates during the pendency of Ex Parte 
No. 162, in which the railroads are asking an upward revision 
in rates of 25 per cent, with exceptions (see Trafic World, April 
20, p. 1183). 


The Secretary of Agriculture raised the same point in ask- 
ing denial of the petition of the two shipping agencies, and 
added the observation that Ex Parte 148 was still pending be- 
fore the Commission. 

The railroads and the secretary both referred to the gen- 
eral nature of the petition, the latter detailing the matters in 
which he said the petition was vague. It was so sweeping, he 
said, as to amount to a general indictment of present railroad 
rates and practices wherever they came into conflict with water 
transportation. Any such investigation, he said, if undertaken, 
should include the motor carrier rates because ‘“‘all three of the 
principal modes of freight transportation . .. are so inextri- 
cably interwoven” that investigation of only water-competitive 
rail rates would be of little value. 

The secretary also commented on the temporary nature of 
the W. S. A. interest in rates under the temporary authority 
granted it by the Commission and said no investigation could be 
completed in time to be of any value to W. S. A. as owner and 
operator of vessels. Therefore, he said, the petition seemed to 
look forward to an adjustment under private operation in the 
future, but with no knowledge of the future needs of the water 
carriers.. He also objected to the fact that the disposal of sur- 
plus ships had been brought into the matter of rates by the 
petitioners as alien to the issues involved in a rate proceeding 
before the Commission. 

The secretary cited a number of cases to support his con- 
tention that the matter of fixing rail rates within the limits of 
reasonableness and lawfulness was a matter for managerial 
discretion, and said that the rails might not be required to raise 
their rates merely to permit the water carriers to raise theirs 
in turn. 

As to the request of the two agencies for expedited pro- 
cedure similar to that followed in general rate increase cases, 
the secretary, after saying revenue and rate cases were defi- 
nitely not sui generis, said he would vigorously oppose any* pro- 
cedure “short of full and open hearings, with attendant briefs, 
reports, and arguments.” 


Dried Fruit and Canning Interests 


The Dried Fruit Association of California and the Canners 
League of California in replies to the petition of the War Ship- 
ping Administration and the Maritime Commission for an in- 
vestigation of water competitive rail rates, take the position that 
the Commission should first investigate the water rates, averring 
that the difficulties of the carriers are of their own making. 





April 


Also, ' 
generé 


when 
1945, 
compa 
had a 
It add 
servic 
E 


respor 
league 
“hand 
rates ° 
unusu 
upon 

sultin 
spond. 


T 
in. a 3 
tion, ¢ 
traffic 
cies, | 


to the 
server 
peace. 
owner 
not rm 
selves 
would 
They 
had n 
traffic 
ger ft 
witho 
riod, * 
milita 
trans] 

1 


south 
of a 
group 
the V 
the o 
Comn 
tablis 
might 
prese 
in ful 
the G 
i 


ties ¢ 
prodt 
areas 
petiti 
“the 

sprea 
enabl 
rates 
twee! 
chans 


of in 
rate 
roads 
wate! 
wate! 


their 
] 


that» 
from 
tonn: 
rreci 
tially 
said 


tinen 
made 
that 
enab 
with 
traffi 








RLD 


10t in 
ciated 
1 rep- 
f this 
e not 
nining 


»» 230 


ell the 
5 toa 
fixing 


Com- 
rating 
in all- 

to in- 


ble to 
y that 
o take 
but -to 
freight 
appre- 
nment 


he Pa- 
Oo meet 
normal 
amship 
ny re- 
yeneral 
specific 
Ss, that 
enied.” 


ies say 
cerning 
; Parte 
evision 
1, April 


in ask- 
as, and 
ing be- 


he gen- 
tters in 
ing, he 
ailroad 
h water 
rtaken, 
2 of the 
inextri- 
petitive 


iture of 
ithority 
‘ould be 
ner and 
2med to 
1 in the 
e water 
of sur- 
by the 
ceeding 


his con- 
imits of 
nagerial 
to raise 
e theirs 


ted pro- 
se cases, 
re defi- 
any* pro- 
t briefs, 


Canners 
ar Ship- 
r an in- 
tion that 
averring 
making. 








April 27, 1946 


Also, the two groups say that the investigation asked is far too 
general to permit of the expedited handling requested. 

The Canners League said the response in cargo offerings 
when the W. S. A. resumed intercoastal service in November, 
1945, had been disappointing to W. S. A. and the steamship 
companies. The league said this was so even though the W. §, A. 
had adopted the rate structure in effect in the prewar period. 
It added that a cost study of the operation of the restored canal 
service at this time would show a distorted picture. 

Each of the replies indicated labor difficulties as in part 
responsible for the financial situation of the water carriers, the 
league saying it was “inconceivable” that the Commission would 
“hand the control for arriving at the measure of rail freight 
rates to a steamship industry, now beset with unreasonable and 
unusual labor costs brought about by unfair practices, imposed 
upon by unreasonable conditions and slow-down of work, re- 
sulting in unjustified operating costs not encountered corre- 
spondingly by the competitive rail lines.” 


Transcontinental and Western Rails’ Statement 


The Western Trunk-Line and Southwestern rail carriers, 
in a joint statement asking the Commission to deny the peti- 
tion, denied that there was a “huge reserve of non-competitive 
traffic” available to the railroads, as claimed by the two agen- 
cies, because of loss of traffic to the motor carriers. 

As to the allegation that present all-rail rates were a threat 
to the transportation policy of the country, the railroads ob- 
served that they had to maintain a high level of use during 
peace-time in order to preserve themselves as going, privately 
owned non-subsidized transportation agencies, and if they had 
not made the “forceful and supreme” effort to maintain them- 
selves as sound effective transportation agencies the country 
would have suffered “complete disaster” in the recent war. 
They observed that their vigorous efforts to increase efficiency 
had made it possible not only to take over all the water-borne 
traffic, but to carry the tremendous war-time freight and passen- 
ger traffic without undue inconvenience or appreciable delay, 
without government subsidy or government aid. In the war pe- 
riod, they said, the railroads had handled over 90 per cent of the 
military freight and over 97 per cent of the military personnel 
transported. 

The earlier pages of the joint statement of the western and 
southwestern lines was practically identical with those pages 
of a statement filed by the transcontinental lines. The three 
groups of carriers denied specifically each of the allegations of 
the W. S. A. and the M.'C., and said the petition indicated that 
the only purpose sought to be accomplished was to have the 
Commission require the railroads to increase all-rail rates es- 
tablished to meet water competition so that the steamship lines 
might increase their all-water rates. In many instances the 
present all-rail rates had been prescribed by the Commission 
in full consideration of water competition from the Atlantic to 
the Gulf ports, they said. 

Present all-rail rates enabled interior producing communi- 
ties depending entirely on railroad service to transport their 
products to competiti¥e markets in the Gulf and Atlantic Coast 
areas that they could not otherwise have transported in com- 
petition with tide-water producers having available to them 
“the unnecessary low all-water rates,” the railroads said. The 
spread between the all-rail and all-water rates was sufficient to 
enable the steamship lines to make substantial increases in their 
rates on a large portion of the tonnage normally handled be- 
tween the Atlantic seaboard and the Gulf ports without any 
change in the existing all-rail rates, they said. 


Trans-Continental Rail Statement 


The transcontinental rail carriers averred that competition 
of intercoastal steamer lines among themselves had forced the 
rate structure so low as to make “largely ineffective” the rail- 
roads’ efforts to move tonnage that was readily susceptible to 
water transportation to the major consuming markets on tide- 
water. 

“Tf the steamship lines find themselves in difficulty it is of 
their own making,” said the rail lines. 

It was readily apparent. said the transcontinental lines, 
that the intercoastal steamer lines could increase their rates on 
from 80 to 90 per cent of their normal westbound intercoastal 
tonnage from 15 to more than 50 per cent without fear of ap- 
rreciable diversion of such traffic to all-rail routes. A substan- 
tially similar situation existed with respect to eastbound traffic, 
said the rail lines. 

“While it is true,” said the rail lines, “that the transcon- 
tinental all-rail rate structure, both west and eastbound, was 
made largelv by reason of intercoastal competition, it is a fact 
that such all-rail rate structure has been of material help in 
enabling interior producers to share in the terminal markets 
with tidewater producers, thus affording the rail carriers some 
traffic from interior points which would not have moved.” 

A further demonstration that the difficulty that the steamer 
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lines alleged they faced was attributable entirely to the action 
of the steamer lines themselves, said the rail lines, was the fact 
that when operations were restored by the W. S. A. late in 
1945, through the Panama Canal, it not only did not increase its 
rates to offset the alleged increased cost of ocean transporta- 
bre but had in effect reduced such rates on important volume 
raffic. 

It was obvious, continued the rail lines, that while the W. 
S. A. obtained the Commission’s permission temporarily to op- 
erate ships in the intercoastal trade for the ostensible purpose 
of demonstrating the practicability of resuming intercoastal 
operations and to determine the rate structure necessary for 
successful operation, it not only failed to make any effort what- 
ever to increase the intercoastal rates but actually reduced the 
rates applicable via “A” line steamers to the “B” line rates, 
thus “needlessly sacrificing taxpayers’ money” to the advantage 
and benefit of those shippers in the territories where intercoastal’ 
service could be availed of to the disadvantage of producers and 
consumers located in the territories where it was impractical 
to use the intercoastal service. The rail lines added: 


Notwithstanding these facts the War Shipping Administration is a 
party to a petition requesting the Commission to inquire into the all-rail 
rates and require increases in such all-rail rates so that the intercoastal 
steamer lines can increase their rates, whereas, if as alleged by the 
War Shipping Administration and the U. S. Maritime Commission, 
present intercoastal operations are carried at a loss. This commission 
instead of instituting an investigation as to the all-rail rates as re- 
quested should require the War Shipping Administration to show 
cause why its practice of reducing existing rates on ‘‘A’’ line steamers 
to the ‘‘B’’ steamer level and why its failure to increase its rates to 
a profitable basis when it has an opportunity to do so, is not in viola- 


tion of the declared policy of Congress as announced in the transpor- 
tation act of 1940. 


Say Allegations Not Supported 


The W. S. A.-M. C. petition, said the rail lines, was novel 
to the extent that many allegations were contained therein but 
no facts were recited to support such allegations. 

The Commission should not consider instituting an all-rail- 
rate investigation, said the rail lines, but should advise the 
M. C. and W. S. A. that they had ample opportunity to in- 
crease their rates without questioning the measure of the 
all-rail rates. . 


Trunk Line Railroads Ask to 
Withdraw Class 75 Auto Rating 


The Trunk Line Association has asked the Commission for 
permission to department from rule 9 (e) of tariff circular No. 
20 to provide for cancellation and withdrawal of class 75 rat- 
ing published in the exceptions to the classification on new 
automobiles, and suspended by the Commission in I. and S. 
No. 5384 (see Traffic World, Feb. 23, p. 522). The request was 
made in special permission application No. 1024, based on the 
ground that a general increase in rail rates would lift the class 
75 above the prescribed level. 

Attached to the application was a letter written by counsel 
for the railroads parties to the proposed class 75 rating, ad- 
dressed to Secretary Bartel, in which they said the maximum 
basis prescribed by the Commission, 85 per cent, was not a 
suitable rate structure for the transportation of automobiles in 
that it would not meet the competition encountered by them. 
They continued: 


On the other hand, 75 per cent of the first class rates that will 
become effective following the general revenue case will undoubtedly 
equal or exceed the rates prescribed by the Commission, the date which 
we are prepared to prove are wholly unsuitable to our competitive 
requirements. It would seem, therefore, to be a waste of time for all 
parties concerned to continue this investigation since the general basis 
of rates is unsettled. What percentage of the first class rate will have 
to be established by the railroads to enable them to obtain a fair 
share of the traffic is, at this time, a subject of conjecture. 


Barge Coffee Commodity Rate 
Elimination Protested 


__An attempt of the Mississippi Valley Barge Line Co. to 
withdraw its participation in joint barge-rail carload coffee traf- 
fic from New Orleans to northern destinations for the stated 
reason that revenue from the commodity rate is not remunera- 
tive has been opposed by the Price Administrator. He asked the 
Commission to suspend Southern Freight Tariff Bureau. Hoke’s 
supplement No. 16 to tariff I. C. C. No. 988, items 1765-A to 
1840-A, inclusive. effective May 4, which carried the proposal. 

The Administrator said the carriers proposed cancellation 
of the commodity rates on coffee to points in Trunk Line and 
New England territories, permitting the present class rates, or 
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combination rates, to apply in lieu of the commodity rates which, 
he said, would result in higher rates and charges. As an exam- 
ple, he showed the present rates and proposed rates, minimum 
30,000 pounds, between New Orleans and Boston as 73 cents 
and 109 cents per 100 pounds, respectively; between New Or- 
leans and Brooklyn as 69 cents and 105 cents, among others. 

Cancellation of the applicable rates would result in the 
elimination of the spread between the all-rail and barge-rail 
rates, normally maintained in connection with this traffic, said 
the Administrator, and quoted the Mississippi Valley certificate 
case to the effect that commodity rates would in general be 
based on the differential of the nearest class rate, or the lower 
of two equally near and that on the more important northbound 
commodities the differential on coffee would be 10 cents. It 
was unlikely, he said, that rates established years ago would 
suddenly be regarded by the barge line as unremunerative. It 
should be required to show positive justification for the increase, 
he said. 


Arizona Deliveries Interstate 
Commerce, Says Law Section 


The law and enforcement section of the Commission’s Bu- 
reau of Motor Carriers, in a brief filed in MC C-505, Joe Dora 
Motor Carrier Operations within Arizona, contends that trans- 
portation by the respondent within Arizona of fresh meats and 
packing-house products, transported by Armour & Co. in its 
own vehicles from Denver, Colo., to Globe, Ariz., and there 
turned over to the respondent, is subject to regulation by the 
Commission, because, at the time the goods leave Denver, they 
are ear-marked for the consignees in Arizona to whom Dora 
delivers them. 

The section quoted the language of section 203(a)(1) of 
the interstate commerce act and said: 


It is clear that the movement in question has its inception in 
Denver, Colo., and the ultimate destination which the shipper intends 
at the time the movement starts, is the point in Arizona beyond Globe, 
Ariz., to which Joe Dora delivers the goods. Every part of such trans- 
portation of articles of commerce in a, continuous passage from an 
inception in one state to an intended destination in another is a trans- 
action in interstate commerce, and everyone who participates in it, who 
carries the goods through any part of their continuous passage, un- 
avoidably engages in interstate commerce. 


The section cited Roethlisberger Transfer Co. Ext.—Frank- 
enmuth, Mich., 32 M. C. C. 709, and Bisceglia Contract Carrier 
Operation, 34 M. C. C. 233 in support of its contention. It also 
observed there was difference in the language in parts I and II 
of the act, the former, it said, limited to transportation wholly 
by railroad, or partly by railroad and partly by water, and 
then only when performed by a common carrier, whereas, it 
continued, jurisdiction under part II extended to transportation 
by motor vehicle regardless of whether a portion of the trans- 
portation was performed by a private carrier by motor vehicle. 


Prehearing Conference on 
Central Motor Rates Held 


Examiner Kephart presided over a pre-hearing conference 
held in Washington, D. C., April 23, in MC C-518, Central Terri- 
tory Rates, a proceeding involving increased motor rates per- 
mitted to go into effect, but placed under investigation by the 
Commission. The hearing was called in an endeavor to sim- 
plify the issues and to obtain whatever stipulations the parties 
might be willing to make, in order to expedite hearing of the 
proceeding. ; 

It was decided that two committees would be appointed, 
one to make time and cost studies, and the other to study the 
rate structure as embodied in present tariffs with a view to 
agreeing to elimination of distortions or injustices. A. H. 
Schwietert, traffic director of the Chicago Association of Com- 
merce, will appoint the shipper members of the two commit- 
tees. Robert A. Nixon, director, traffic and public utilities di- 
vision, Office of Price Administration, will appoint O.P.A. per- 
sonnel to work with the shippers and carriers in their studies. 

The examiner said that whatever could be agreed on be- 
tween the parties would be stipulated into the record, disputed 
points being reserved for presentation at the hearing. 

The following attended the prehearing conference: 


Charles T. Coy, traffic manager, Eli Lilly & Co., and Indiana State 
Chamber of Commerce, Indianapolis; E. A. Gorges, assistant general 
traffic manager, American Home Products Corporation, New York; A. H. 
Schwietert, traffic director, Chicago Association of Commerce and 
Illinois Territory Industrial Traffic League; James F. Dougherty, traffic 
manager, Parchment, Mich., representing 10 paper companies in south- 
western Michigan; Grant Arnold, manager, transportation bureau, De- 
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troit Board of Commerce; W. H. Taylor, Jr., traffic manager, Lambert 
Pharmacal Co., St. Louis, St. Louis-East Side Traffic Conference, and 
Drug and Toilet Preparations Traffic Conference; G. R. Armstrong, 
traffic manager, Specialty Paper Co., Dayton, O., also representing 
Miami Valley Paper Shippers’ Association; Wm. V. Blake, superintend- 


ent of bureau of rates and services, Public Utility Commission of Ohio, 
Columbus. 


J. F. Schatt, traffic manager, United Paperboard Co., representing 
Folding Paper Box Association of America, Chicago; Wm. W. Box, Jr., 
traffic rates and services division, U. S. Department of Agriculture, 
Washington, D. C.; Henry A. Cockrum, office of solicitor, Department 
of Agriculture; J. R. Turney, Washington, D. C., representing respond- 
ents; Chester Moore, Central States Motor Freight Bureau, Inc., Chi- 
cago; E. F. Stecher, general traffic manager, Stewart-Warner Corpora- 
tion, Chicago; G. W. Mackey, traffic manager, Western Shade Cloth 
Co., Chicago; A. A. Stanley, traffic manager, Columbia Mills, Inc.; 
Robert A. Nixon, director, traffic and public utilities division, Office 
of Price Administration; L. R. Tesler, traffic manager, P. R. Mallory 
& Co., Indanapolis; J. C. McWilliams, Washington, D. C.; and W. H. 
Ott, Jr., general traffic manager, Kraft Foods Co., Chicago. 


O. P. A. Asks Supplementar Order 


The Office of Price Administration has asked the Commis- 
sion to issue a supplemental order in MC C-518, Central Ter- 
ritory—Less Truckload Class Rates, suspending Railway Ex- 
press Motor Transport, Inc., supplement No. 3 to MF-I. C. C. 
No. 15, cancelling supplement No. 2, effective May 10. 

The O. P. A. said the supplement contained increases al- 
leged to be on the same basis as those published in tariffs of 
the Central States Motor Freight Bureau tariffs which, it said, 


— _. suspended in MC C-518 (see Traffic World, March 16, 
p. 786). 


Cudahy Protests Middlewest 
Bureau Protective Tariffs 


Cudahy Packing Co. has asked the Commission to suspend 
certain Middle-west Motor Freight Bureau tariff supplements 
which, it said, would make the tariffs they amended subject to 
the provisions of the bureau’s tariff MF-I.C.C. No. 55, thus 


“adding to the presently effective rates charged for protective 
service.” 


“Admittedly tariff MF-I.C.C. No. 55 was published without 
adequate investigation to determine the proper level of charges, 
if any, which should be made,” said Cudahy. “concededly the 
publication contains inaccuracies, inconsistencies, and ‘mechan- 
ical weaknesses.’ Your protestant respectifully suggests that 
the inequities—which arise by reason of such admitted short- 
comings should not be permitted to spread beyond the tariffs 
they already affect, and that an investigation should be made 
to determine proper charges, if any, which should be assessed, 
before any additional tariffs are made to refer to Middlewest 
Motor Freight Bureau tariff MF-I.C.C. No. 55.” 


Cudahy charged that rio adequate hearing had been given 
shippers or carriers prior,to the publication of MF-I.C.C. No. 
55 and that the Bureau’s normal docket procedure had not been 
followed correctly. It referred to a petition filed in March in 
which it said it had requested suspension of that tariff. 


The supplements listed in the protest were: Supplement 
No. 11 to MF-I.C.C. No. 15, effective April 27: No. 35 to 
MF-I.C.C. No. 19, effective April 27; No. 40 to MF-I.C.C. No. 26, 
effective April 27; No. 51 to MF-I.C.C. No. 28. effective May 4; 
No. 22 to MF-I.C.C. No. 30, effective April 27; No. 35 to MF- 


I.C.C. No. 34, effective May 5; and No. 39 to MF-I.C.C. No. 38, 
effective April 27. 


PAN-ATLANTIC “FREIGHT ALL KINDS” ITEM 


_ Pan-Atlantic Steamship Corporation has asked the Com- 
mission for permission to reinstate, within 15 days after April 
16, item 800 of its I. C. C. 95, covering rate on “Freight All 
Kinds” from north Atlantic ports named to Mobile, Ala., and 
Panama City, Fla. 

The steamship company said it wanted to publish a rate of 
$1.15 per 100 pounds, minimum 40,000 pounds, making no other 
changes in the present item. Under a special permission that 
expired May 28, 1943, it said, the item was previously published 
and at the time of expiration no extension had been requested 
since its services were under temporary suspension. It said it 


had maintained a similar item between the ports named since 
April 5, 1935. 


CONSOLIDATED CLASSIFICATION DOCKET 


Docket No. 114 of the Consolidated Classification Commit- 
tee, containing subjects to be considered at hearings at 101 
Marietta St., Atlanta, Ga., May 8; Union Station, Chicago, 
May 15, and 143 Liberty St., New York, May 22, is being mailed 
with the April 27 issue of the Traffic Bulletin. 
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April 27, 1946 


Cc. & O.-P. M. Merger Hearing 
Gets Under Way 


Examiners Molster and Grutzik open hearing on pro- 
posals of C. & O. to merge the P. M. First day's tes- 
timony given over to analysis of C. & O. proposal 
and its claimed benefits for security holders of the 
two companies. Some opposition from common and 
preferred stockholders 


Hearings before Examiners Molster and Grutzik, in Finance 
No. 15228, Application of the Chesapeake & Ohio Railway Co., 
Pere Marquette Railway Co., and Alleghany Corporation to 
Merge the Properties of the Pere Marquette into the Chesa- 
peake & Ohio, began April 24, with W. H. Wenneman, vice- 
president of the C. & O., the Nickel Plate, and the P. M. as the 
first witness. 

He reviewed the terms of the proposed exchange of shares 
between the companies and @aid the offer of the C. & O. to 
purchase the P. M. met the present high market prices for the 
stocks of the latter company and recognized the improved physi- 
cal and financial condition of that road. He said the rehabilita- 
tion of the P. M. was an outstanding achievement, and that 
stability of its earnings was yet to be proved, but that im- 
provement in physical condition and elimination of unprofitable 
branch lines assured more economical operation in the future 
and that a reduction in the interest burden was of the greatest 
importance. There would be further economies resulting from 
unified operation, he said, as well as a substantial saving from 
refinancing the P. M. first mortgage debt. 

C. & O. stockholders were being subordinated to $56,496,383 
of debt and $20,026,900 of cumulative preferred stock, he said, 
but that the management “believes that so long as the two 
roads are joined in a common purpose the earnings accruing 
from Pere Marquette operations will support the debt, the 
preferred stock, and the common stock offered by Chesapeake 
and Ohio. The security holders of both roads should benefit 
from the merger.” 

Mr. Wenneman said merging of railroads, like their reor- 
ganization, was not an exact science and that no one had or 
ever would devise a merger plan that would meet with spon- 
taneous and enthusiastic approval from every holder of: each 
class of stock affected. He added the C. & O. had made a pro- 
posal that was in its opinion eminently fair, and that the P. M. 
board, after exhaustive consideration, had unanimously recom- 
mended to the P. M. stockholders that they accept the proposal. 

Terms of the exchange as outlined by Mr. Wenneman, are 
as follows: 


For each share of prior preference stock, including all accumula- 
tions as of the date when the merger is consummated, one share of 
C. & O. 3% per cent convertible preferred stock and % of one share 
of C. & O. common stock. 

For each share of preferred stock, including all accumulations as 
of the date when the merger is consummated, 8/10 of one share of 
C. & O. convertible stock and 4/10 of one share of C. & O. common 
stock; and ; 


For each share of common stock, % of one share of C. & O. com- 
mon stock. 


Mr. Wenneman said the 3% per cent convertible preferred 
stock was. “not surpassed in quality by any recent issue of 
convertible preferred that I have found.” He also said the 
conversion price was only 3% points above the market price 
of the common and that, within the past 60 days, the common 
had sold above the conversion price, adding that “based on 
a probable dividend of $3.50 per share on the common, con- 
version will increase the new preferred stockholders’ income 
from $3.50 to $5.60, an increase of 60 per cent.” 

Cross-examination of Mr. Wenneman was begun late in 
the day by Emmet J. Brennan, of St. Louis, representing holders 
of 6,000 shares of common stock, and by A. G. Berse, represent- 
ing the preferred stockholders protective committee. 


Cc. & O. Stockholders Approve 


The proposal to unite the Pere Marquette Railway Co. 
with the Chesapeake & Ohio System, in accordance with terms 
of a merger agreement ratified by the board of directors of the 
two companies on February 19 (see Traffic World, February 
23, p. 549), was approved April 23 by the C. & O. stockholders 
at their annual meeting in Richmond, Va. 

Stockholders re-elected all 14 directors of the company. 
At their ensuing organization meeting, directors re-elected 
Robert R. Young, chairman, and elected Robert J. Bowman, 
president, the latter to succeed C. E. Newton whose resignation 
became effective that day. 

To become operative the merger agreement must have the 
sanction of the Pere Marquette stockholders, who will vote on 
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the proposal at their annual meeting in Detroit, May 7, and 
the approval and authorization of the Interstate Commerce 
Commission. Hearings began April 24, before Examiners 
Molster and Grutzik, at Washington, D. C., on the application 
for authority from the Commission to merge the lines. 

Integration of the two roads would create a system having 
approximately 5,000 miles of main-line mileage, situated in 
seven states, the District of Columbia, and Canada, and many 
miles of branch lines tapping the bituminous fields of West 
Virginia and Kentucky. 

Although the C. & O. and Pere Marquette are separately 
operated properties, the relationship between them has been 
one of close cooperation through joint officers and otherwise, 
since 1929, when the C. & O. acquired control of the Pere 
Marquette by stock ownership. 


National Railway Labor Panel Head 
Authorizes Rail Wage Increases 


Order applies to compensation of employes not par- 
ties to recent arbitration and emergency board pro- 
ceedings. Increases named in those proceedings may 
be granted by carriers less any general increase 
granted between August 18, 1945, and April 2, 1946, 
inclusive. Order is “permissive” and does not order 
increases 


Chairman Schwartz, of the National Railway Labor Panel, 
has issued his general wage approval No. 1, the effect of which 
is to permit carriers, with an exception, to grant to employes 
the increases awarded by the rail arbitration board and rec- 
ommended by the emergency board in the case of the engineers 
and trainmen. The order, generally speaking, applies to car- 
riers which were not parties to the arbitration and emergency 
board proceedings, and to carriers having employes not repre- 
sented in the proceedings. 

The increases authorized to be paid are, effective as of 
January 1, such amounts as will not exceed 16 cents an hour, 
$1.28 a basic day, or the equivalent thereof expressed in weekly 
or monthly rates, above straight-time rates currently in effect 
for such employes on April 2; 1946, “less the amount of any 
general, across-the-board increases which a given carrier may 
have granted between August 18, 1945, and April 2, 1946, in- 
clusive.” 

As to the exception with respect to increases granted be- 
tween August 18, 1945, and April 2, 1946, it was stated that 
this provision was in accord with approval orders of the wage 
stabilization board. However, it was pointed out, that pro- 
vision did not preclude approval by Chairman Schwartz of in- 
creases barred by the exception but simply required that where 
there had been increases in the period specified, a carrier would 
have to file an application for permission to add the arbitration 
or emergency board increases to such increases. It was said, 
however, that it was believed few wage situations existed that 
would require handling through the filing of an application. 

Further, the order provides: 


This general approval is not applicable to any carrier subject to 
the railway labor act whose wage-setting practices follow the move- 
ments of any industry other than the railroad industry. In the case 
of organized employes with duly recognized bargaining representatives, 
the approval conveyed herein is applicable only in the event that the 
terms of the increase meet with the concurrence of such recognized 
bargaining representatives of the employes. 

This authorization is permissive in nature and shall not be con- 


strued as directing or ordering payment of such increases as are 
herein approved. 


Chester Bowles, Economic Stabilization Director, issued 
the following with respect to the order: 


The above order is hereby approved under Section 308 (c) of the 
supplementary wage and salary regulations of March 8, 1946 (11 R. R. 
2517), but this approval shall not be construed as implying any opinion 
on the question whether wage or salary increases in excess of those 
herein found to be approvable would be consistent with the policy of 


the stabilization laws and of executive orders and regulations issued 
thereunder. 


T. W. A. PILOT STRIKE “DATE” SET 


The National Mediation Board has been advised by David 
L. Behncke, president of the Airline Pilots’ Association, that 
members of the organization who are pilots of Transcontinental 
& Western Air, Inc., will go on strike “one day” in the week 
beginning April 28, in support of wage increase demands. The 
pilots are subject to the provisions of the Railway Labor Act, 
but it was pointed out at the board’s offices that the board 
could not certify to the President that the pilots were going 
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to strike on “one day” as a basis for the President appointing 
an emergency board to investigate and report on the dispute, 
under Section 10 of the railway labor act, because the date 
was indefinite. 


Trainmen, Engineers Postpone 
Meeting with Carriers 


The scheduled meeting, April 22 in Chicago, between rep- 
resentatives of the country’s railroads and the Brotherhood of 
Railroad Trainmen and Brotherhood of Locomotive Engineers, 
to review the recommendations of a Presidential fact-finding 
board, was postponed at the request of the two unions. A meeting 
of the general chairmen of the Trainmen and Engineers was 
scheduled to be held in Cleveland April 24 and 25, to review 
the emergency board’s report, and the filing of new wage de- 
mands by 15 non-operating unions. 

Neither the railroads nor the B. of R. T. and B. of L. E. 
are bound to accept the emergency board’s recommendations. 

The two brotherhoods had originally asked increases of 25 
per cent, with a minimum daily boost of $2.50 a day, as well as 
45 general rules changes, plus others involving yardmasters and 
dining car stewards. The carriers had proposed 29 rules changes. 

The board, in its report to the President, April 18 (see 
Traffic World, April 20, p. 1220), an increase of 16 cents hourly 
in the basis rates, the same figure arrived at earlier by two ar- 
bitration boards in a similar dispute involving 18 railroad 
unions. 

In addition, the emergency board recommended that seven 
of the unions’ rules proposals be adopted either in their present 
or in modified forms, and suggested that eight more of the 
unions’ proposals be the subject of further direct negotiations 
between the parties. The board recommended that three of the 
carriers’ rules proposals be adopted, and a fourth made the 
subject of further negotiation. 


Railway Express Agency 
Strike Is Called Off 


The threatened strike of approximately 70,000 members of 
the AFL Brotherhood of Railway and Steamship Clerks em- 
ployed by the Railway Express Agency, scheduled to begin 
April 26, was called off following President Truman’s action, 
April 24, in issuing an order creating an emergency board under 
the railway labor act to investigate and report on the dispute. 
The union is demanding a wage increase of 16 cents hourly. A 
strike would effect all union members in the United States, and 
Canadian members employed by American railroads. 

Union officials contend that last fall they presented de- 
mands for wage increases to the company, and asked to be 
included in the general negotiations between the nation’s rail- 
roads and the brotherhoods, but that the company rejected the 
request and proposed that a special panel board be set up. This 
the union refused. 

After the two arbitration boards handed down their deci- 
sion, April 3, granting an increase of 16 cents an hour to 1,200,000 
railway employes represented by 18 unions, the Brotherhood of 
Railway and Steamship Clerks demanded the same increase 
from the Railway Express Agency. The company countered 
with an offer of 10 cents, an increase recently accepted by the 
AFL Brotherhood of Teamsters for drivers of the express com- 
pany in seven cities. 

The railway clerks are further demanding that the wage 
increase be retroactive to January 1, 1946, as was the increase 
won by the 18 railroad brotherhoods participating in the arbi- 
tration award. 





MARSHALL TALKS PERFECT SHIPPING IN TEXAS 


Poor packaging and boxing is causing an annual loss in 
this country of more than $100,000,000, Joe Marshall, head of 
the freight claims division of the Association of American 
Railroads, told the Corpus Christi Traffic Association in a re- 
cent address. 

Marshall, who made a speaking tour through Texas in an 
effort to encourage action on the curtailment of freight losses, 
said poor nailing, wiring and tying of boxes and packages dur- 
ing the past year has caused an approximate $78,000,000 loss 
on railways alone, and truck losses totaled more than $20,- 
000,000. 

“A lot of short cuts had to be taken with freight during 
the war,” he said. “Speed was essential then. The important 
thing was to get shipments to destinations. The waste was 
terrific. The war time period is now over and it is necessary 
that we must eliminate th‘s waste.” 
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He said the greatest detriments to shipping was irrespon- 
sible and improperly addressed packages which never, or too 
late, reach the consignee. The incompetence of some workers, 
inadequate shipping containers and other things have worked 
together to lose transportation agencies a great deal of time, 
effort and money, he said. These things must now be eliminated. 


Associated Traffic Clubs to Meet 
at Columbus, Ohio, in October 


First normal meeting of the A. T. C. since the begin- 
ning of the war to be held at the Neil House, Colum- 
bus, O., September 30 to October 2. Foundation and 
Institute to be major subjects for consideration. Co- 
lumbus Transportation Club to be host 


The first regular annual meeting of the Associated Traffic 

Clubs of America to be held singe the beginning of the war 
will take place at the Neil House, Columbus, O., September 30 
and October 1 and 2, according to an announcement by F. A. 
Doeber, president of the association. 
_ , The association, says the announcement, has accepted an 
invitation, extended to it in the course of the Columbus Club’s 
annual dinner last week by Charles R. Warren, president of 
the club. At the same dinner, President Doebber announced 
the acceptance of the invitation on the part of the association. 
His notification of the impending annual meeting was sent to 
= a secretaries and publication editors of member 
clubs. 

“This will be the ‘first normal meeting of the Association 

since the advent of World War II,” said the announcement. “It 
promises to be one of the most interesting meetings the Asso- 
ciation has ever held, for aside from the usual activities of our 
meetings of the past, much interest and attention will be cen- 
tered on the Associated Traffic Clubs Foundation and the In- 
stitute of Transportation and Traffic Management, both of which 
were launched by your national association during the past 
year. 
. “Our hosts are keenly intent on making this an outstand- 
ing meeting. They are capable of doing this, for many of us 
can recall the unusually fine meeting we held in Columbus in 
October, 1934. 

“We hope to have a representative delegation from each 
of our member units in attendance at this meeting, and would 
thank you to apprise your membership of this important an- 


nouncement as soon as possible. Further announcements will 
follow later.” 


N. J. INDUSTRIAL TRAFFIC LEAGUE 


_ .The silver anniversary dinner of the New Jersey Indus- 
trial Traffic League will be held April 30, in the Robert Treat 
Hotel, Newark. W. J. Nicoll, assistant traffic manager, Bris- 
tol-Myers Co., Hillside, N. J., announced that the league will 
honor its charter members, and that league servicemen will be 
guests of honor. Michael J. Cleffi, general traffic manager, 
Mennen Co., Newark, is chairman of the dinner committee. 


MICHIGAN INDUSTRIAL TRAFFIC LEAGUE 


K. K. Ketcham will speak on “Graduated Minimum Weights 
as Published by Truck and Rail Carriers,’ at the May 4 meet- 
ing of the Michigan Industrial Traffic League, at the St. Clair 
Inn, St. Clair, Mich. The meeting will be followed by a golf 
outing at the Black River Country Club. 








A. A. R. ELECTS BOWMAN DIRECTOR 


~The board of directors of the Association of American Rail- 
roads, at a meeting in Chicago, April 23, elected Robert J. 
Bowman as a director to replace Carl E. Newton, who resigned 
that day as president of the Chesapeake & Ohio Railway Co. 
Directors of the C. & O., at a meeting, April 23, in Richmond, 
Va., elected Mr. Bowman to succeed Mr. Newton as C. & O. 
president. Mr. Bowman is also president of the Pere Marquette 
Railway Co. 


NORTHWEST SHIPPERS ADVISORY BOARD 


The quarterly meeting of the Northwest Shippers Advisory 
Board will be held in the Alonzo Ward Hotel, Aberdeen, S. D., 
on April 25. George H. Shafer, general traffic manager, Weyer- 
haeuser Sales Co., St. Paul, and general chairman of the board 
will preside. Bankers and other credit agency representatives 
are scheduled to take part in the deliberations to consider the 
immediate future of business in the northwestern states. 
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April 27, 1946 


Supreme Court Upholds I. C. C. 
in Tank Car Mileage Case 


Lower court dismissed case for want of jurisdiction. 
Supreme Court agrees as to dismissal but finds that 
I. C. C. order involved is valid and that petitioners 
were not entitled to relief asked 


In an opinion by Justice Black in No. 428, El Dorado Oil 
Works and El Dorado Terminal Co., appellants, vs. United 
States of America, Interstate Commerce Commission, General 
American Transportation Corporation et al., involving mileage 
earnings of tank cars, the Supreme Court of the United States, 
April 22, affirmed the district court of the United States for 
the northern district of California. Justice Douglas dissented 
in part. 

The lower court dismissed the complaint for want of juris- 
diction on the ground that the action of the Commission brought 
into issue by the complaint of appellants did not amount to a 
reviewable “order” within the meaning of 28 U. S. C. 41 (28). 
The Supreme Court affirmed the dismissal “but on the ground 
that the Commission’s order is valid, and that the petitioners 
were consequently not entitled to the relief prayed.” 

Justice Black explained that appellants filed a complaint in 
the district court under 28 U. S. C. 47a, challenging action 
taken by the Commission allegedly pursuant to instructions 
contained in an earlier opinion rendered by the Supreme Court 
in connection with these proceedings. Continuing, he said: 


The following facts constitute the background of this proceeding: 

El Dorado Oil Works, one of the appellants, processes, sells, and 
ships coconut oil in interstate commerce. Special kinds of tank cars 
are necessary for that distribution. The appelle, General American 
Tank Car Corporation, owns tank cars which it rents and leases to 
various shippers. In 1933, Oil Works made a contract with the Car 
Company to rent, for a period of three years, fifty tank cars at $27.50 
per month, and such additional cars as it might need at $30 per month. 
The outstanding railroad tariffs, prescribing payment by the railroad 
of 1% cents per mile for the use of tank cars, contained rules which 
provided that the mileage would be paid only to the ‘‘party’’ whose 
“reporting marks’’ appeared on the cars. During part of the rental 
period here in question the rules provided that ‘‘mileage for the use 
of cars of private ownership will be paid ... only to the car owner 
—not a lessee.’’ Since under the agreement the cars were to bear 
the ‘‘reporting marks’’ of the Car Company and not the Oil Works, 
and since Oil Works was a lessee, no tariffs authorized railroad mileage 
payments to Oil Works. Nevertheless, under the agreement Oil Works 
was to receive the full mileage allowance prescribed by the tariffs: The 
rent Oil Works was to pay to Car Company was to be taken out by 
Car Company from the mileage allowances it received from the rail- 
roads and the balance was to be paid by it to Oil Works. The railroad 
payments proved to be greatly in excess of the rental obligations, and 
until July 1, 1934, Car Company regularly paid the difference to 
Oil Works. 
. Il. C. C. Refrigerator Decision 


July 2, 1934, the Interstate Commerce Commission, after an ex- 
haustive investigation, handed down its findings, opinion, and conclu- 
sion in Use of Privately Owned Refrigerator Cars, 201 I. C. C. 323. 
It there drew a distincton between car owners as a class and car 
renters as a class. It found that car owners must have sufficient rental 
allowances, whether they rented to railroads or to shippers, to pay 
a reasonable return on investment, taking into consideration cost of 
maintenance, idle cars, etc. On the other hand the Commission found 
that car renters nad no such fixed costs. The Commission’s conclusion 
was that costs of rented cars to a shipper, including rent and inci- 
dentals, was the only allowance the shipper-lessee should receive from 
a railroad, directly or indirectly, and that if he receives more, the 
cost of transportation to him would be less than the cost of transporta- 
tion to shippers generally, especially those who use cars furnished by 
the carriers. To make the railroad pay more for use of a car rented 
by a shipper than the rent he had to pay, was, according to the Com- 
mission, a violation of Section 15 (13) of the Interstate Commerce 
Act, 49 U. S. C. 15 (13), in that it required the railroad to pay more 
for the car than was ‘‘just and reasonable.’’ The Commission was of 
the opinion that refunds of car mileage in excess of the rent charged 
the shipper-lessee was the equivalent of an unlawful concession or 
rebate, prohibited by the Elkins Act. While the Commission’s findings 
were limited to refrigerator cars, it stated that ‘‘the general principles 
enunciated apply equally to all other types of private cars.’’ Id. at 383. 

After the Commission’s decision in the refrigerator case, the Car 
Company declined to pay over to Oil Works any part of the excess 
mileage. In 1935 Eldorado Terminal Company, one of the appellants 


1 General American Transportation Corporation has become the suc- 
cessor of the General American Tank Car Corporation. 
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acting as assignee of Oil Works, brought suit against the Car Company 
to recover accrued excess mileage earnings. Car Company defended 
on the ground that further refunds would violate interstate commerce 
legislation, particularly the Elkins Act. 49 U. S. C. 41. The district 
judge found that the contract was in violation of the Elkins Act, and 
rendered judgment for the Car Company. The Circuit Court of Appeals 
reversed. 104 F. 2d 903. The Car Company filed a petition for certiorari 
which was supported here by the Solicitor General and the Interstate 
Commerce Commission. Their claim that the Circuit Court of Appeals 
erred rested on the following major grounds: (1) The railroad’s pay- 
ments to Car Company, which provided no facilities to the railroad, 
were unauthorized; (2) since no published tariff authorized payments 
to a shipper-lessee such as Oil Works its only recourse to collect 
allowances for the cars it had furnished, was to institute proceedings 
before the Commission for recovery of a reasonable allowance; (3) pay- 
ment to Oil Works of excess mileage earnings received by Car Company 
would violate the Elkins Act. In reply to the Commission’s brief urg- 
ing certiorari, Oil Works contended that the case did not raise a ques- 
tion ‘‘within the administrative or primary control of the Commission.’’ 


Action of Supreme Court 


We granted certiorari and reversed the judgment of the Circuit 
Court of Appeals. 308 U. S. 422. While we rejected the Commission’s 
contention that the district court had no jurisdiction to hear the case, 
we accepted its contention that determination of the validity of the 
challenged past practices was for the Commission. We pointed out that 
the tariffs approved by the Commission fixed no uniform rate to be paid 
by railroads to the shipper directly for the use of cars originally rented 
by the shipper. We pointed out further that Oil Works had never 
‘“‘applied to the Commission for a decision on what was a proper allow- 
ance for the cars furnished by it.’’ We said that the Oil Works was 
“entitled under the plain terms of Section 15 (13) [of the Interstate 
Commerce Act] to be paid by the carrier a just and reasonable allow- 
ance’’ for providing the cars. The opinion stated that questions such 
as whether the shipper were ‘‘reaping a substantial profit from the 
cars’’ and whether, on the one hand the ‘‘allowances and practices’’ 
were lawful and reasonable, or on the other hand violated the Elkins 
Act, were all administrative problems calling for investigation and 
determination by the Commission. The District Court was accordingly 
ordered to stay its hand so that the Commission could render its 
decision. 

On remand Oil Works and Terminal Company filed a petition with 
the Commission praying that it hold hearings and enter an order to 
the effect that Car Company could pay the mileage earnings to Oil 
Works without violating the Elkins Act and that such payment would 
not constitute a rebate or concession. The Commission found that a 
just and reasonable allowance to Oil Works would be the cost incurred 
by it in furnishing the cars, namely the monthly rental to the Car 
Company, that any amount in excess of that would be unjust and un- 
reasonable in violation of Section 15 (13) and would ‘‘constitute a 
rebate and discrimination and involve a departure from the tariff rules 
applicable, prohibited by Section 1 of the Elkins Act, and Section 6 (7) 
of the Interstate Commerce Act. .. .’’2 The Commission further or- 
dered that the proceeding before it be discontinued. On this appeal 
both sides argued the jurisdictional question as well as questions 
going to the merits. 


Jurisdictional Question 

Before we reach the merits of the controversy we must at the 
outset briefly dispose of the jurisdictional question. As the facts already 
stated reveal, the Commission’s findings and determination if upheld 
constitute far more than an ‘‘abstract declaration.’’ ‘‘Legal conse- 


2 The Commission did not rule that a shipper-lessee would always 
be entitled to allowances equal to the cost to him of the cars he rented. 
The Commission’s opinion makes it clear that a shipper-lessee is only 
entitled to receive a just and reasonable allowance for cars while they 
are actually used by the railroad, even though this allowance might be 
less than the car rent paid by the shipper. On that subject the 
Commission said: ‘ 

“In administering the provision of Section 15 (13) we have con- 
sistently adhered to two principles, bearing in mind that we were to 
prescribe the maximum amount which the carrier might pay: (1) the 
amount paid should not be more than was just and reasonable for the 
service or instrumentality furnished, and (2) that the amount which 
might be paid shculd not exceed the reasonable cost to the owner of 
the goods of perfcrming the service or furnishing the instrumentality 
used. Whichever of these sums was the lower marked the maximum 
the carrier might pay.”’ 

Here the Commission has applied these uniform criteria in such a 
way as to permit the shipper-lessee to receive as much as the full 
rental he paid. Were it not for these proceedings resulting from the 
Car Company’s refusal to continue payments to the shipper the railroad 
would have had to pay as it did pay 1% cents per mile which proved 
far in excess of the rental. It may be that in other cases a just and 
reasonable rate would fall below the rental. It may be that in this 
case the rental exceeded what would be a just and reasonable allow- 
ance with respect to the use of the cars by the railroad. But this 
would serve to further reduce the rate to which petitioner was actually 


entitled; petitioner, therefore, has no interest in challenging the Com- 
mission’s order on this point. 
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quences” would follow which would finally fix a “‘right or obligation’ 
on appellants’ part. These findings are more than a mere ‘‘stage in 
an incomplete process of administrative adjudication,’’ for the Com- 
mission here has discontinued further proceedings. We, therefore, 
think that the Commission’s action falls within the class of ‘‘orders’’ 
which Rochester Telephone Corporation vs. United States, 307 U. S. 
125, held to be reviewable by a district court of three judges. The 
district court erred in dismissing the complaint for want of jurisdiction. 


On the merits, appellant’s major contention is that the Interstate 
Commerce Act and our earlier opinion in this case do not authorize 
the Commission to determine, at it here has done, the justice and 
reasonableness of mileage allowances which appellants were to receive 
on past transactions. The contention is that both our opinion and the 
act authorize the Commission to do no more than determine what 
uniform allowance shippers as a class would be permitted to charge 
in the future. In part the argument is that in so far as the order is 
based on a treatment of shipper-lessees as a class apart, and on a 
limitation of their allowance to the cost to them of the cars they fur- 
nish, the order is invalid, in that it neither rests on, nor brings about, 
a uniform rate to all shippers, or even all shipper-lessees. We cannot 
agree with the above contentions. 


First, it must be noted that the Commission made its determination 
as to the lawfulness of these past practices on the basis of appellants’ 
own application, asking the Commission to do so. Second, our previous 
opinion, as well as the Interstate Commerce Act, authorized the Com- 
mission to make this determination. The question before us when this 
case was first here did not relate to future but to past allowances. 
Relying on past decisions, we held that the ‘‘reasonableness and legal- 
ity’’ of the past dealings here involved were matters which Congress 
had entrusted to the Commission. See e. g. Great Northern Railway 
Company vs. Merchants Elevator Company, 259 U. S. 285, 291, and other 
cases cited in our previous opinion. And we rejected appellants’ peti- 
tion for rehearing which presented substantially the argument now 
repeated, namely that any order the Commission might make ‘‘could 
only be effective as to the future,’’ that the Commission’s determination 
“eould not affect the contract in this case,’’ that the Commission’s 
action would be ‘‘futile,’”’ and that consequently our judgment and 
opinion would provide no ‘‘guidance’’ for the district court. Our first 
opinion, buttressed by our rejection of the motion for rehearing, was 
a plain authorization for the Commission to determine the justice and 
reasonableness of the past allowances to this shipper. The Commission 
did not have to establish future uniform rates to determine the ques- 
tions we sent to it. Consequently, in so far as appellants’ argument 
is that the Commission failed to treat all shippers or all shipper-lessees 
uniformly because it did not fix future uniform rates, the answer is 
that it was not required to do so. 


Uniform Treatment Seen 


o far as appellants’ argument as to lack of uniform treatment 
of PF Be and thipper-teceses seeks to attack the basis of the Com- 
mission’s finding that the past allowances here were unjust and un- 
reasonable, it also lacks merit. We think the Commission’s finding was 
based on a uniform treatment of all shipper-lessees. While it is true, 
as appellants contend, that under the Commission’s rule different 
shipper-lessees might receive different allowances, the rule is uniform 
in that it permits no shipper-lessee to receive allowances exceeding the 
rental he pays. All shipper-lessees are simply prohibited from making 
profits at the expense of the railroads on cars rented to transport goods 
in interstate commerce. Since the facts before the Commission were 
enough to enable it to find that such profits amount to rebates to 
shipper-lessees which result in a discrimination against shippers that 
own cars or use cars furnished by the railroad, the Commission was 
justified in treating shipper-lessees as a class apart. As the Commis- 
sion pointed out in its Refrigerator opinion, the history of railroad 
practices shows that rebates, concessions, and favoritism have fre- 
quently grown out of the private car system. Notwithstanding the very 
great transportation service supplied by private cars, designed and 
equipped to meet special needs, the Commission acts within its power 
when it attempts to regulate their use so as to put a stop to existing 
prohibited evils. It must test violations of the Interstate Commerce 
Commission Act by results. Union Pacific Railroad Company et al. vs. 
United States, 313 U. S. 450, 462. It is the duty of the Commission to 
nullify practices that result in rebates or preferences, ‘‘whatever form 
they take and in whatsoever guise they may appear,’’ O’Keefe, Re- 
ceiver, etc. vs. United States et al., 240 U. S. 294, 297.8 


Sufficiency of Evidence 


The appellants’ remaining contentions challenge the sufficiency of 
the evidence. They rest primarily on the premise that the Commission 
lacked authority to determine what we had directed it to find. In so far 
as these contentions rest on that premise, they have been disposed of 
by what we have already said. The only contention as to alleged 
insufficiency of evidence that requires further attention is that there 
could be no finding that the practices here involved resulted in rebates 
or concessions to Oil Works, since the freight on the oils transported 


? Petitioners contend that if the car rental cost is the maximum 
allowable payment, the mileage payments to the Car Company were 
unlawful. That these payments by the railroad to Oil Works were 
‘‘apparently”’ unlawful and recoverable by the railroad, was the position 
taken by the Commission in their brief filed when this case was first 
before us. And in our opinion we stated that since the shipper, not 
the Car Company, had furnished the cars to the railroad, ‘It seems 
clear that no rule or regulation of the carrier may provide for the 
payment of such allowance to any other person’’ except Oil Works. 
But petitioners can not benefit from the unlawfulness of payments to 
the Car Company. On the contrary, such a conclusion would strengthen 
the position of the Commission, namely that a ‘‘just and reasonable’’ 
allowance to Oil Works must be determined by the Commission without 
regard to the mileage payments to Car Company. 
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was not paid by it, but was allegedly always paid by the consignees 
and at the regular rate. Oil Works, however, was a shipper who 
supplied cars to be used as facilities for transportation. For supplying 
these cars, it could not consistently with Section 15(13), receive from 
the railroad, directly or indirectly, more than a ‘‘just and reasonable”’ 
allowance. This allowance was ‘‘in respect to transportation.’’ See 
Union Pacific Railroad Company, supra, 462. Payment by the railroad 
of more than the just value of the services inevitably resulted in its 
carrying Oil Work’s product at less than the regular freight rate, even 
though it collected the full rate from the consignees. The reduced rate 
at which Oil Works could thus have its products transported justified 
the Commission’s finding that Oil Works got a concession and an 
advantage over other shippers who made no such profits on tank cars. 
Whether Oil Works or its consignees paid the freight makes no differ- 
ence. Cf. Elgin Joliet Railway Company vs. United States, 253 Fed. 
907, 911. A practice which accomplishes this result is prohibited by the 
Interstate Commerce and the Elkins Act. 


The judgment dismissing the complaint is affirmed, but on the 
ground that the Commission’s order is valid, and that the petitioners 
were consequently not entitled to the relief prayed for. Affirmed. 

Mr. Justice Jackson took no part in the consideration or decision 
of this case. 


Douglas’ Views 
Justice Douglas, dissenting in part, said: 


I do not think it should be left to the shipper and the car owner 
to determine what portion of the tariff paid by the railroad should be 
paid to the shipper. But that is exactly what the Court permits when 
it measures the shipper’s allowance by the amount of rental he has 
agreed to pay the car owner. 

As Commissioner Splawn pointed out in his dissent from the opinion 
of the Interstate Commerce Commission (258 I. C. C. 371, 382-383), the 
Commission in following this course failed to comply with our opinion 
in General American Tank Car Corp. vs. El Dorado Terminal Co., 308 
U. S. 422. We there said (pp. 429-430): 

““As the Circuit Court of Appeals has pointed out, different shippers 
may have differing costs in respect of privately owned cars furnished 
the carriers. Nevertheless, as the allowances to be made them by the 
carriers for the use of such cars must be the subject of published 
schedules, and must be just and reasonable, the Commission is com- 
pelled to ascertain in the light of past and present experience a fair 
and reasonable compensation to cover such costs and prescribe a uni- 
form rate which will reflect such experience. It is inevitable that some 
shippers may be able to furnish facilities at less than the published 
allowance while others may find their costs in excess of it. This fact, 
however, does not militate against the fixing of a uniform rate applic- 
able to shippers properly classified by the Commission.’’ 

Unless that course is followed, a situation is sanctioned in which 
concessions and discriminations condemned by §1 of the Elkins Act, 
32 Stat. 847, 34 Stat. 587, 49 U. S. C. § 41, are likely to thrive. 

There is a further objection to the course which the Court sanc- 
tions. As stated by Commissioner Splawn in his dissenting opinion 
(258 I. C. C. at 384): 

“It is elementary that the form of an allowance for the use of cars 
must be such as to reflect the extent of the use by the railroads of the 
facilities furnished. Whenever we have had occasion to determine such 
allowances, we have prescribed either per diem or mileage allowances. 
The railroads cannot be held responsible for the amount of rent reserved 
by the Car Corporation in an agreement with the shipper as the car 
may be left idle during the entire period. The car has value to the 
railroad only when it is used in transporting lading and results in the 
payment of freight charges.’’ 

Any allowance based on cost to the shipper rather than on the use 
of the facility furnishd violates that principle. 

Only an appropriate uniform rate would obviate both of the objec- 
tions I have mentioned.? I would remaind the case to the Commission 
so that it could now do what, according to my understanding, we orig- 
inally intended it to do in accordance with the requirements of § 15 (13) 
of the Interstate Commerce Act.? 


1Section 15 (13) of the Interstate Commerce Act, 49 U. S. C. 
§15 (13), provides: 

“If the owner of property transported under this chapter directly 
or indirectly renders any service connected with such transportation, 
or furnishes any instrumentality used therein, the charge and allowance 
therefor shall be published in tariffs or schedules filed in the manner 
provided in this chapter and shall be no more than is just and reason- 
able, and the Commission may, after hearing on a complaint or on its 
own initiative, determine what is a reasonable charge as the maximum 
to be paid by the carrier or carriers for the services so rendered or 
for the use of the instrumentlaity so furnished, and fix the same by 
appropriate order, which order shall have the same force and effect 
and be enforced in like manner as the orders above provided for under 
this section.’’ 

? The Commission’s finding was ‘‘That the rental paid or to be paid 
by El Dorado Oil Works to General American Tank Car Corporation 
under the terms of the lease agreement between those parties, dated 
September 28, 1933, was the only cost incurred by the former in fur- 
nishing the tank cars in which its shipments moved. A just and reason- 
able allowance as a maximum to have been paid by the respondents, 
rail carrier or carriers, to the Oil Works for the furnishing of such 
cars would have been an amount not to exceed such rental. Such an 
amount and allowance has been paid to the Oil Works through credits 
made to the account of the Oil Works by the Tank Car Corporation.”’ 

There are not facts of record which show the relationship between 
the rental paid and the extent of the use by the railroads of the facil- 
ities furnished. The Commission made no findings in that regard. 

Whether a uniform rate which is just and reasonable would be 


greater or less than the rental is wholly conjectural on the present 
record. 


3 Note 1, supra. 
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April 27, 1946 


Department of Justice Attacks on 
Rate Bureaus Challenged 


Charles D. Drayton, in “Transportation Under Two 
Masters,” holds department position without legal 
basis. Sherman act never intended to apply to rail- 
roads, he says. Charges department with impeding 
war effort. Foreword written by Bernard M. Baruch; 
introduction by Luther M. Walter 


By LEWIS W. BRITTON 


Charles D. Drayton, attorney, of Washington, D. C., has 
written a book, “Transportation Under Two Masters,” which 
traces what he calls the “fanatical fury of antagonism towards 
rate conferences or tariff bureaus in any form exhibited by the 
antitrust division of the Department of Justice.” He traces 
that antagonism through various activities of the division and 
its personnel in hearings before congressional committees, in 
the filing of suits against rate groups, and as evidenced by the 
book, “Justice in Transportation,” written by Arne C. Wiprud, 
once active as a member of the division in attacking the rail- 
roads, with an introduction by Thurman Arnold, one-time head 
of the division. 

Mr. Drayton counters the efforts of the antitrust division 
to make the railroads subject to the Sherman act by a study 
of that act and its legislative history, stating baldly that the 
legislative history of the act demonstrates that Congress did not 
intend to include railroad rate-making conferences within its 
prohibitions. 

“This antagonistic attitude of the Department of Justice 
was largely responsible for the inability of the railroads in 
World War I to coordinate their facilities so as to render maxi- 
mum service in that time of peril,” says the author in the 
concluding paragraph of his book. “The result was Federal 
control with its attendant evils. The same sort of attitude now 
in respect to the vital matter of rate conferences might pre- 
cipitate government ownership of all transportation agencies. 
Perhaps this is the end sought. If so, that purpose should be 
honestly avowed so that the people may be informed. It is be- 
lieved that no sensible, informed person would favor it. If this 
book serves as a very humble contribution to the avoidance of 
such a catastrophe to the nation, our labors will not have been 
in vain.” 

Regulation vs. Competition 


Mr. Drayton’s main thesis is that, in enacting the Sherman 
act, Congress was endeavoring to preserve competition in in- 
dustry, while in the original interstate commerce act, and more 
specifically as indicated by its amendments, Congress had sub- 
stituted regulation for competition in the field of transportation. 
On that point, he has this to say: 


Regulation is the antithesis of competition. It seems clear that had 
effective regulation of railroads been provided under the Act to Regu- 
late Commerce of 1887 there would have been no occasion or justification 
for the Supreme Court to construe the Sherman Anti-Trust Act of 1890 
to include them. Since complete and effective regulation of railroads 
has been provided subsequently by various amendments, beginning 
with those passed in 1906 and ending with the all-embracing ones of 
1940, and because there is a clear repugnancy between the national 
transportation policy as defined by present-day regulation under the 
interstate commerce act, and the Sherman act, the latter must be re- 
garded as being no longer applicable to transportation agencies. 


In arguing that the legislative history of the Sherman act 
demonstrated that Congress never intended it to apply to trans- 
portation, Mr. Drayton said he was fully aware of the decisions 
of the Supreme Court in the Trans-Missouri Case, 166 U. S. 
290 (1897) and in the Joint Traffic Association Case, 171 U. S. 
505 (1898). Those decisions, he said, had been forced on the 
court by the lack in the interstate commerce law at that time 
of the very elements now to be found in that law, thus driving 
the court back on the Sherman act for the protection of the 
public interest. The keynote of the Sherman act was the main- 
tenance of competition in fields so diverse as to make orderly 
regulation impracticable, said Mr. Drayton, while the keynote 
of the interstate commerce act was regulation, to be accom- 
plished through a tribunal continuously in session. No such ad- 
ministrative body had been appointed under the Sherman act, 
he said, because “the object was not regulation but extirpation 
of ‘trusts’ capable of suppressing competition.” 


Railroads Not Under Sherman Act 


He supported his argument by saying that an amendment 
proposed in the House would have outlawed every contract or 
agreement to prevent competition in the transportation of per- 
sons or property from one state or territory to another, and 
by showing that the act, as finally passed and in the form it now 
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stood on the statute books was without that amendment, pro- 
tracted debate having developed statements on the part of 
members of Congress that there was no need for such a clause. 

“Thus it is perfectly clear that the House was finally con- 
vinced that its proposed amendment to condemn rate confer- 
ences was, in fact, not germane to the original Senate bill and 
that this legislation should be confined to the subject matter 
of trusts, leaving the regulation of transportation matters to the 
Interstate Commerce Commission under the provisions of the 
act to regulate commerce of 1187,” said Mr. Drayton. ' 

He then gives a chapter to the Trans-Missouri and Joint 
Traffic cases, saying at one point that, had the court concluded 
in these cases that Congress had given the Commission power 
under the act of 1887 to prescribe maximum, minimum and ab- 
solute rates, as it has done subsequently “along with a wide 
variety of other powers,” it could not be supposed that the de- 
cision in those two cases would have held the Sherman act to 
apply to railroads. He added that the power vested in the 
Commission under the Hepburn act of 1906, to prescribe rates, 
was a sufficient answer in itself. . 

The author quotes former Attorney General Biddle as say- 
ing in a brief in Federal Communications Commission vs. San- 
ders Bros., 309 U. S. 470, as saying that “in the case of rail- 
roads there has been a substitution of governmental regulation 
for competition as a means of protecting the public,” and con- 
tinues: 


Now this is plain English. And yet this is the same Mr. Biddle 
under whose administration as attorney general one suit was promoted 
and another filed directly by the Department of Justice, the objective 
in each case being to substitute competition under the anti-trust act 
for regulation under the interstate commerce act!”’ 


Mr. Drayton observes that the response made by the court 
to Mr. Biddle’s argument was that he had won his case, an 
undivided court saying that Congress had “abandoned the 
principle of free competition . . . in the case of railroads.” 


Evidence of Intent of Congress 


He proceeds to support his theses that the changed condi- 
tions of today as compared with 1897 and 1898, with regulation 
and not competition as the’ rule in the field of transportation, 
by tracing the intent of Congress as express in the motor car- 
rier act of 1935; in the bankruptcy act; in the security exchange 
act; the standard time act; the Reconstruction Finance Cor- 
poration act; and the act of 1933 putting pipelines under the 
Commission’s jurisdiction, each as evidencing an intent to give 
the Commission authority to regulate transportation as one 
coordinated national system. He shows that, after the passage 
of the Hepburn act, there was obvious need for conferences be- 
tween carriers for the purposes of complying with the statutory 
duty laid on them to join in the operation of through routes 
or to establish joint rates. 

Another point stressed by Mr. Drayton is that the 1887 
act only forbade pooling, and that, under the principle of “‘ex- 
pressio unius exclusio alterius” other contracts and combina- 
tions known to the Commission and often mentioned by it with 
approval, were not condemned. 


Having completed this section of his book, to establish, by 
reference to the various acts passed by Congress, by court ex- 
pressions, and by expressions of the Commission, that regula- 
tion rather than competition was the rule in the field of trans- 
portation, Mr. Drayton develops his argument against the phil- 
osophy of the Department of Justice under a number of chapter 
headings. 

Cooperation and coordination are now recognized as para- 
mount considerations, he says, and says the transportation act 
of 1920 wrote into the law the substance of the decision in the 
so-called Shreveport Case, Houston E. & W. T. R. Co. vs. U. S., 
234 U. S. 342, that act marking a “sharp change in the policies 
and objectives” embodied in previous legislation. 


After tracing the history of the motor carrier act and the 
need for it as part of a complete and coordinated program of 
legislation touching all forms of transportation as recommended 
by the Federal Coordinator of Transportation, Mr. Drayton said 
the facts would deny the assertions made by Messrs. Arnold and 
Wiprud that “the philosophy of scarce transportation, high 
rates, and the elimination of competing transportation” had 
dominated railroad policy since 1920 with the approval of the 
Commission, and that the issuance of certificates of public 
convenience and necessity had been used not only by the Com- 
mission as an instrument of monopoly, but also by the Civil 
Aeronautics Board in the elimination of effective competition 
in the air. 


“These are simply the theories of men who entertain a 
fanatical antipathy for regulation and a deep-rooted suspicion 
of the motives of the regulators, whoever they may be, by 
whomsoever appointed and regardless of their experience, spe- 
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cial fitness, and continuity of service in the job of regulating,” 
says Mr. Drayton. 

He shows that the western agreement, attacked by the De- 
partment of Justice, was a voluntary effort on the part of the 
western railroads to put into effect economies in operation to 
offset in part the growth of competitive waste, as the direct 
result of the admonitions in the Fifteen Per Cent Rate Increase 
Case, 1931, 45 I. C. C. 303. 

In a study of the civil aeronautics act of 1938, further to 
emphasize the purpose of Congress to integrate and coordinate 
transportation agencies by regulation and to refute the charges 
against the C. A. B., Mr. Drayton reproduces, as an appendix, 
a letter written by George C. Neal, general counsel for the 
C. A. B., answering the charge of Mr. Arnold in his intro- 
duction to the Wiprud book that “from 1935 to 1939, applications 
for 42,000 miles of new competing air transportation had been 
requested of the Civil Aeronautics Board; all but about 7,000 
miles had been refused.” 

Mr. Neal’s letter observes that the board was not set up 
until 1938, and cites 39,267 miles of air routes certified by the 
board under the ‘“‘grandfather” clause of its act, and, between 
August 22, 1938, and April 30, 1945, a cumulative total of new 
routes authorized of 24,914 miles. 


Rate Conferences Essential 


Mr. Drayton argues that conferences on rates are essential 
in the public interest, that the rate conferences are not secret 
and have been sanctioned by the Commission throughout its 
history, as well as having the approval of shippers, both large 
and small. He refers to the “effrontery” of Mr. Wiprud in re- 
peating statements in his book that had caused Senator Reed, 
two years previously, in a hearing on S. 942, to request a wit- 
ness not to “waste time on that’”—referring to a repetition of 
Mr. Wiprud’s testimony to the effect that the rate conferences 
determined, with few exceptions, what rates should be filed 
with the Commission. Mr. Drayton says a careful reading of 
the record of the hearings in connection with that bill brings 
the conviction that the Senate committee deliberately refused 
to go into the matter further or to recommend legislation along 
lines contemplated because it was convinced this was unneces- 
sary. S. 942 was a bill for the regulation of rate bureaus before 
the first session of the 78th Congress in 1943. 

In a chapter entitled “Sabotaging the War Effort,” Mr. 
Drayton said it was his purpose to “show to what lengths the 
irrational malice of the antitrust division has led officials of 
that division of the Department of Justice to go in their at- 
tempts to use the Sherman antitrust act as an instrument to 
impede the transportation system in wartime, first by grand 
jury investigations accompanied by threats of prosecution in 
various jurisdictions and by actual indictments in several cases; 
and, more recently, by appearing as amicus curiae in the origi- 
nal suit brought by the State of Georgia in the United States Su- 
preme Court, and by the institution of a civil suit in the district 
court of the United States for the district of Nebraska, Lincoln 
division, in all of which direct attacks were and are made upon 
the long-established rate-bureau procedure.” 


He refers to certificate No. 44, issued by the chairman of 
the War Production Board, pursuant to an act of Congress 
adopted as a war measure, “with the Department of Justice 
fighting it every step of the way.” He charges that there was 
no case in which the War Department informed the department 
that it was all right to prosecute a labor union, claimed by 
Mr. Arnold in his introduction to the Wiprud book as having 
been the instrument used in a conspiracy among transporta- 
tion executives operating as a rate bureau to raise truck rates 
on war materials in western territory. 


The Denver Case 


Mr. Drayton says that, while the War and Navy depart- 
ments and the Office of Defense Transportation were inter- 
ested in avoiding indictments that would impede the war ef- 
fort, there was no objection by anyone to indictments against 
motor carrier freight bureaus or any one else conspiring to in- 
fluence rate making through intimidation, boycott or other co- 
ercive practices. This, he continues, is shown by the fact that 
the secretaries of War and the Navy, and the director of the 
O. D. T. gave clearance for indictments returned at Denver, in 
a trial that began March 20, 1944. The jury returned a verdict 
of acquittal, which, he said, did not suit ‘Messrs. Arnold and 
Wiprud.” They are bound to find a plausible explanation other 
than that the defendants were not guilty, he says, so that Mr. 
Wiprud explains the verdict on the ground that “representatives 
of the Interstate Commerce Commission were called as wit- 
nesses for the defendants in an effort to show governmental 
knowledge and approval of the alleged illegal ‘practices’,” and 
that “though the court excluded their testimony, the effect of 
merely calling and questioning the witnesses was reflected in 
the verdict of acquittal. . .” 

Mr. Drayton said the Commission witnesses could only have 
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testified to what had been in the Commission’s annual reports 
and in many of its cases—that the rate conference method was 
essential in the business of transportation. He continued: 


But something more must be said about this Denver indictment. 
As submitted by the Department of Justice to Mr. Eastman, director 
of O. D. T., and to the secretaries of War and the Navy for approval, 
it contains matter which was deleted before the indictment was filed 
at Denver! 


He quoted the deleted matter, and said these allegations 
were cardinal points stated in the proposed indictment, lifting’ it 
out of the classes of cases involving the conference method of 
establishing rates, as to which an agreement had been reached 
among government officials in 1942, to the effect that no anti- 
trust suits or indictments would be instituted for the duration 
unless there was involved intimidation, boycotts, or flagrant 
abuses, ‘“‘such as that suggested by these paragraphs of the pro- 
posed indictment.’”’ He said the matter deleted had been strongly 
emphasized and relied on by Mr. Arnold in submitting the pro- 
posed indictment to the O. D. T., the Commission, and the War 
and Navy departments. 

Mr. Drayton gives a chapter to the contribution of the rail- 
roads to the war effort, and in refutation of a memorandum is- 
sued September 28, 1942, by Mr. Arnold, then assistant attor- 
ney general in charge of the antitrust division, to the effect 
that increased rail rates were adding millions to the cost of 
the war program, cites concessions made by the railroads to 
the government at a cost to the railroads of many millions of 
dollars. 

Wartime Interference 


Mr. Drayton deals with the use, in “Justice in Transpor- 
tation,” of a quotation from the report of the Truman commit- 
tee concerning the prediction of Dr. Goebbels, the German prop- 
aganda minister, that the shortage of railroad equipment in the 
United States would prevent effective defense effort on the 
country’s part. After reproducing the statement as it appeared 
in the Wiprud book, Mr. Drayton says: 


Torn from its context in an attempt to buttress the thesis that the 
railroads have failed in a full discharge of their public responsibility 
in the war effort, Dr. Goebbels’ propaganda-prediction is used in a way 
exactly opposite to that intended by the Truman committee. ... 


After further quoting from the committee statement, Mr. 
Drayton quotes President Truman’s expressions concerning 
the transportation job performed in the war period, and refers 
to statements in the newspapers by editors and writers who 
“have constantly added their tributes to the magnificent job 
the railroads have done, are doing, and are expected to do. . .” 

After quoting one such article, he continues: 


And so Messrs. Arnold and Wiprud stood with Dr. Goebbels in 
adopting and spreading enemy propaganda while the All-American team 
was busy winning the war! 


As Voltaire said, ‘‘As long as people continue to believe absurdities, 
they will continue to commit atrocities.’’ 


A final chapter is given over to the lessons of the first 
world war, tracing the results of the conflicting priority orders 
issued at that time. Mr. Drayton says that “one of the condi- 
tions which embarrassed the railroad companies in their efforts 
to coordinate and unify their operations was that any such ef* 
forts were supposed to be prohibited by the antitrust act and 
the antipooling provisions of the interstate commerce act. 
Despite the feeling that these acts ought to be regarded as 
suspended during the war period, the Department of Justice was 
not willing to commit itself to that view, holding itself to be 
bound by the letter of the law. When in November, 1917, the 
Railroads’ War Board announced the putting into effect of a 
pooling arrangement east of Pittsburgh, the members of the 
board were asked to see the attorney general, who took the 
position that such action was prohibited by law, and he was un- 
willing to accede to the view that the antitrust act was sus- 
pended.” 

At that time the department raised no question as to rate 
conferences, he says, but did attack them in World War II as 
unlawful despite the sanction given them by the Commission 
for many years. He continued: 


The effect of threatening anti-trust suits in time of war to prevent 
the utmost cooperative effort by the railroads must be measured not 
only in the loss of millions of dollars but also of thousands of precious 
lives—who can tell how many?—because of the confusion and delays 
engendered by this attitude of the Department of Justice, rendering 
impossible the most efficient use of the transportation system and 
culminating in federal control. 


ALTON EQUIPMENT PURCHASE 
Federal Judge Philip L. Sullivan, of Chicago, on April 17 
authorized trustees of the Alton Railroad Co. to spend $50,323 
in the purchase and installation of drop pit jacks at Glenn and 
at Bloomington, Illinois. 


April 
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Regulation of Common Carriers 


(Supreme Court of Ohio.) Order of Public Utilities Com- 
mission revoking certificate of public convenience and necessity 
of motor transportation company to transport property in intra- 
state commerce on call of public on irregular routes from and 
to Canton, Ohio, was justified, where Commission found that 
transportation company operated motor vehicles for hire under 
certificate upon tax cards fraudulently obtained from Commis- 
sion, without paying required amount for the three tax receipt 
cards unlawfully used, and without paying to State Treasurer 
the taxes due and payable under statute on tractors and trail- 
ers operated without tax cards. Gen. Code, Sec. 614-94. (Lat- 
tavo Bros. vs. Public Utilities Commission, 65 N. E. Rep. 2d 
653.) 





Loss of or Injury to Goods 


(City Court of New York, New York County.) Where, 
under bill of lading, interstate motor carrier’s liability would 
be diminished to that of a warehouseman after the expiration 
of the free time of 48 hours allowed by tariffs after notice of 
the arrival at destination was sent or given, a telephone call 
by employe to consignee a few hours before shipment was de- 
stroyed by fire did not constitute effective arrival notice. 

Where, under bill of lading, an interstate motor carrier’s 
liability would be diminished to that of a warehouseman after 
the expiration of the free time of 48 hours allowed by the 
tariffs after notice of arrival of property at destination had 
been duly sent or given, a notice designated “arrival notice,” 
but which read in part that the shipment was enroute, was not 
an “arrival notice” and liability for loss of shipment by fire in 
carrier’s warehouse at point of destination must be based upon 
interstate carrier’s liability and not on liability as a warehouse- 
man. (General Refrigerators Corp., vs. Acme Fast Freight, 60 
N. Y. Sup. 2d 370.) 


(Court of Appeals of Maryland.) The Carmack Amend- 
ment, which makes an initial carrier liable to the owner for 
loss of property caused by a carrier to which property may be 
delivered or over whose lines such property may pass and en- 
titles the initial carrier to recover from the carrier on whose 
line the loss shall have been sustained, is applicable to common 
carriers by motor vehicle. Interstate Commerce Act, Secs, 
20(11, 12), 201-228, 215, 219, 49 U. S. C. A. Secs. 20 (11, 12), 
301-327, 315, 319. 


Where initial motor carrier placed freight inside door of 
connecting motor carrier’s warehouse for delivery to consignees 
and left the freight bills and manifests in the office, all done 
after warehouse office hours and in accordance with their estab- 
lished practice, an actual “delivery” to connecting carrier was 
completed so as to impose liability for loss by fire on the latter, 
notwithstanding lack of delivery of receipted manifest to initial 
carrier, since the freight came into complete control, and cus- 
tody of connecting carrier even though initial carrier leased 
dock space in warehouse and no particular space was set aside 
to it. 

The limitation of liability of insurer of common carrier to 
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$1,000 in respect of loss of property “carried on any one motor 
vehicle” meant carried by such carrier, and had no application 
in suit between original and connecting carrier where loss of 
property was occasioned by fire in connecting carrier’s ware- 
house destroying property brought in by original carrier. 
(Great Coastal Express vs. Fidelity & Guaranty Fire Corp., 
46 Atlantic Rep. 2d 93.) 





SEATRAIN AUTHORITY CORRECTION 


The Supreme Court of the United States has noted that 
it has probable jurisdiction in No. 959, United States vs. Sea- 
train Lines, Inc., involving an order of the Commission at- 
tempting to correct the authority granted in W-543, Seatrain 
Lines, Inc., Common Carrier Application, three years after it 
was issued. 

The case is on appeal in the Supreme Court from the fed- 
eral district court at Wilmington, Del., which held that the 
Commission was without authority to correct the Seatrain cer- 
tificate (see Traffic World, Feb. 2, p. 308). 


TRANSPORTATION OF EXPLOSIVES CHARGE 


The Commission has been advised that a plea of guilty 
was entered on behalf of the Great Northern Railway Co. at 
Seattle, Wash., March 25. A memorandum for the press, issued 
by Secretary Bartel, said an indictment had been filed in 21 
counts charging violations of section 235 of the criminal code, 
growing out of violations of the Commission’s regulations gov- 
erning the transportation of explosives and other dangerous 
articles. A fine of $2,100 was imposed, the memorandum said. 

It said the specific offenses charged in the indictment were 
the failure on the part of the carrier to place “Explosive” stamps 
on the waybills covering 20 carload shipments of freight plac- 
arded “Explosives” and the cutting off of a car loaded with 
and placarded “Explosives,” while in motion, in switch move- 
ment and permitting such car to run into the track under its 
own momentum. 

The matter was investigated by the Commission’s Bureau 
of Service, and was prepared for prosecution by the Bureau of 
Inquiry. 


KEESHIN HEARING CONTINUED 


A hearing in connection with the reorganization of the 
Keeshin Freight Lines, Inc., scheduled to be held April 19 and 
22 before a special master in bankruptcy, has been continued to 
April 26. Both John L. Keeshin, former president, and Joseph 
Donovan, former executive vice-president, are expected to tes- 
tify at the hearing before Special Master Bruno Nowogrodski, 
in Chicago. The hearing is preliminary to a report by trustees 
of the bankrupt lines, to be delivered to district court on or be- 
fore May 15. 





ROCK ISLAND MOTOR RIGHTS 


Federal Judge Philip L. Sullivan of Chicago, on April 19 
authorized the Rock Island Motor Transit Co. to acquire the 
operating rights of Jesse L. Riley for $25,000, and to purchase 
certain motor operating equipment from Mr. Riley “at reason- 
able fair value,” on condition that approval for the acquisition 
is obtained from the Interstate Commerce Commission and the 
appropriate state commissions. 


Motor Act Prosecutions 


(Digests of statements issued by the Secretary of the Commission con- 
cerning prosecutions, in federal courts, for violations of motor carrier 
provisions of the interstate commerce act or of Commission rules and 
regulations thereunder, appear below.) 


Northern California district, southern division, at San Fran- 
cisco. In proceedings instituted by the Commission, a perma- 
nent mandatory injunction was granted, April 9, directing Gene- 
vieve Hughes, Mary Alice Whitten, and Edward Eugene Dunne, 
dba E. Dunne Drayage, operating as a Class I common carrier 
of property, to comply with the orders of the Commission with 
respect to the filing of annual and quarterly reports. The in- 
junction required these defendants, as individuals doing busi- 
ness as a co-partnership and all others acting by or under their 
direction, or in concert with them, to file annual and quarterly 
reports of their revenues, expenses and statistics with the 
Commission in the future so long as they continue to operate 
as a Class I motor carrier of property, at such times and for 
such periods as the orders of the Commission require. 


ELKINS ACT PROSECUTION 
The Commission has been advised that J. C. Hickson & Co., 
of Miami, Fla., entered a plea of guilty to 7 counts of an in- 
formation, April 15, charging violations of the Elkins act, ac- 
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cording to a memorandum for the press, issued by Secretary 
Bartel. The information contained 25 counts. 

The court assessed a fine of $7,500, according to the mem- 
orandum, which said the remaining 18 counts had been nolle 
prossed. It said the information charged J. C. Hickson & Co. 
with soliciting and accepting concessions in violation of section 
1 of the Elkins act by means of understating the weight of ex- 
press shipments of marmalades, jellies, candies, candied fruits, 
etc. 


The case was investigated by the Commission’s Bureau of 
Inquiry. 


Rail Freight Loading Shows Heavy 
Decreases Under *45 and ‘44 


Loading of revenue freight the week ended April 20, totaled 
650,743 cars, according to the Association of American Rail- 
roads. This was a decrease below the corresponding week of 
1945 of 213,957 cars, or 24.7 per cent, and a decrease below 
the same week in 1944 of 187,994 cars or 22.4 per cent. 

Loading of revenue freight the week ended April 20, in- 
creased 1,549 cars or two tenths of one per cent above the 
preceding week. 

Miscellaneous freight loading totaled 375,379 cars, an in- 
crease of 2,159 cars above the preceding week, but a decrease 
of 25,428 cars below the corresponding week in 1945. 

Loading of merchandise less than carload lot freight totaled 
128,216 cars, a decrease of 2,332 cars below the preceding week, 
— of 14,396 cars above the corresponding week in 

Coal loading amounted to 29,709 cars, a decrease of 1,852 
cars below the preceding week, and a decrease of 135,487 cars 
below the corresponding week in 1945, due to coal strike. 

Grain and grain products loading totaled 34,396 cars, a de- 
crease of 900 cars below the preceding week and a decrease of 
16,903 cars below the corresponding week in 1945. In the west- 
ern districts alone, grain and grain products loading for the 
week of April 20 totaled 21,578 cars, a decrease of 1,454 cars 
below the preceding week and a decrease of 12,242 cars below 
the corresponding week in 1945. 

Live stock loading amounted to 18,605 cars, an increase of 
1,071 cars above the preceding week and an increase of 3,204 
cars above the corresponding week in 1945. In the western 
districts alone loading of live stock for the week of April 20 
totaled 15,073 cars, an increase of 1,487 cars above the preced- 
ing week, and an increase of 3,411 cars above the correspond- 
ing week in 1945. 

Forest products loading totaled 45,086 cars, an increase of 
1,308 cars above the preceding week and an increase of 2,544 
cars above the corresponding week in 1945. 

Ore loading amounted to 12,269 cars, an increase of 2,437 
cars above the preceding week but a decrease of 48,878 cars 
below the corresponding week in 1945. 

Coke loading amounted to 7,083 cars, a decreas of 417 cars 
below the preceding week, and a decrease of 7,405 cars below 
the corresponding week in 1945. 

All districts reported decreases compared with the cor- 
responding weeks in 1945 and 1944. 


1946 1945 1944 

Four weeks of January........... 2,883,620 3,003,655 3,158,700 
Four weeks of February.......... 2,886,710 3,052,487 3,154,116 
Five weeks of March.............. 3,982,229 4,022,088 3,916,037 
ne 2d. See see 644,663 765,672 787,985 
Lo ree 649,194 847,013 798,683 
Ween Of Apri OO... 6. oie ce kens 650,743 864,700 838,737 

UN Aa ea ew eS in chertink 11,677,159 12,555,615 12,654,258 


REVENUE TRAFFIC STATISTICS 


Ton-miles of revenue freight handled by Class I steam rail- 
ways, exclusive of switching and terminal companies, totaled 
48,241,378,000 in January as compared with 56,808,024,000 in 
January, 1945, according to a compilation by the Commission’s 
Bureau of Transport Economics and Statistics of revenue traffic 
statistics of those roads, statement M-220. 


Revenue tons carried in January amounted to 205,291,394, 
as against 226,344,256 in January, 1945, and freight revenue 
totaled $453,602,752 in January as against $558,703,101 in the 
1945 month. 

Revenue passengers carried totaled 72,274,618 and 74,988,- 
289, respectively, in January of 1946 and 1945, while passenger 
revenues for those two months amounted, respectively, to $137,- 
597,101 and $139,247,169. 

Freight traffic averages for January, 1946, compared with 
January, 1945, respectively, were reported as follows: 

Miles a revenue ton a road, 235 and 251; revenue a ton- 
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saat 0.940 cent and 0.983 cent; revenue a ton a road, $2.21 and 


REVENUE TON-MILE DECREASE IN’ MARCH 


The volume of freight traffic handled by Class I railroads in 
March, 1946, measured in ton-miles of revenue freight, decreased 
about 19 per cent under the corresponding month of last year, 
the Association of American Railroads had announced. March 
traffic amounted to 52,000,000,000 ton-miles, according to es- 
timates based on reports just received by the association from 
Class I carriers. Compared with two years ago, the decrease 
was 17 per cent. / 

The following table summarizes preliminary ton-mile sta- 
tistics for the first quarter of 1966 and 1945: 


1945 % Change 
NN ee Re rr 48,241,378,000 56,808,024,000 d 15.1 
| Te *45,000,000,000 55,462,959,000 d 19.0 
ae See +52,000,000,000 64,424,041,000 d 19.0 
*Revised. ¢Preliminary estimate. 


RAIL FINANCIAL DATA 


At the end of January, 1946, Class I railroads, exclusive 
of switching and terminal companies, had total current assets 
of $4,336,992,750, including $1,034,365,701 in cash and $1,579,- 
739,241 in temporary cash investments, as compared with $4,- 
953,415,761, including $993,829,659 in cash and $1,879,989,019 
in temporary cash investments, at the end of January, 1945, 
according to a statement No. M-125, selected income and bal- 
ance-sheet items of those roads, prepared by the Commission’s 
Bureau of Transport Economics and Statistics. 

The statement showed that $139,752,125 of funded debt 
would mature within six months from January 31, 1946. This 
compared with funded debt of $106,102,680 matured in the com- 
parable period of last year. 

Total current liabilities stood at $2,062,316,691 at the end of 
January, 1946, as against $3,119,073,021 at the end of January, 
1945. Included in the current liabilities was accrued tax liabil- 
ity of $806,033,143 at the end of January, 1946, as against 
$1,810,429,976 at the end of January, 1945. U. S. Government 
taxes accounted for $674,392,486 of the accrued tax liability at 


the end of January, 1946, as against $1,673,180,752 at the end of 
January, 1945. 


LEASED CAR STATISTICS . 

The Commission, by its Bureau of Transport Economics 
and Statistics, has issued its summary of quarterly reports of 
persons furnishing cars to or on behalf of carriers by railroad 
or express companies, covering the third quarter of 1945, state- 
ment Q-900. 

The data were compiled from 260 reports of car companies. 
It showed a total of 264,886 cars owned at the close of the pe- 
riod, consisting of the following: Refrigerator, 116,743; pe- 
troleum tank cars, 123,734; other tank cars, 10,699; stock cars, 
4,467; gondola and hopper cars, 6,549; and other cars, 2,694. 

Of the cars owned by the reporting companies, a total of 
15,894 cars were leased to railroad and express companies, and 
64,834 were leased to “all others,” making a total of 80,728. 
Cars leased by the reporting companies from railroad and ex- 
press companies and others totaled 14,832, of which 2,909 were 
refrigerator cars; 5,820 petroleum tank cars; 5,832 other tank 
cars; 125 stock cars, 116 gondola and hopper cars, and 30 other 
cars. 

Revenue received from hire of cars, based on mileage, per 
diem basis, or other car service basis, was as follows: Refrig- 
erator, $19,816,390; petroleum tank cars, $12,325,650; other 
tank cars, $712,244; stock cars, $344,338; gondola and hopper 
cars, $386,162; other cars, $245,854; total, $33,630,638. 


N. & W.’S NEW TRAIN: “POWHATAN ARROW” 


First prize winner of $500 in the Norfolk & Western Rail- 
way’s name-train contest is Leonard A. Scott, 63, retired N. 
& W. section man, of Dry Branch, Va., whose entry, “The 
Powhatan Arrow,” was selected as the most appropriate name 
for the railroad’s new streamlined all-coach passenger train 
operating between Cincinnati and Norfolk. 


CHANGES IN DOCKETS 

Hearing in |. & S. 5384, assigned for April 23 at Detroit, Mich., 
was cancelled. 

Hearing in MC 20917, Sub. 1, assigned for April 22, at Boston, 
Mass., was cancelled. 

Hearing in MC 29654, Sub. 11, assigned for April 23 at Buffalo, 
N. Y., was postponed to May 3 Fed. Bldg., Albany, N. Y., before 
Examiner Kobernusz. 

Hearing in MC 71573, Sub. 8, assigned for April 23 at New York, 
was postponed. 

Hearing in MC 106596, assigned for April 26 at Danville, Va., 
was cancelled. 

Hearing in MC 30504, Sub. 4, assigned for April 26, at Chicago, IIl., 
was cancelled. 
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Bulwinkle Bill Hearing Goes 
Into Rebuttal Stage 


Commissioner Aitchison tells Senate interstate com- 
merce committee about rate-making “as is”: disputes 
Justice Department allegation by showing that rates 
subjected to Commission action are near 99 per 
cent of total filed, rather than less than 1 per cent: 
portrays so-called “zone of reasonableness” of rates 
as one made narrow by restrictions of law and 
I. C. C. orders: sees need for anti-trust exemption 
of carrier agreements, noting that domestic water 
carrier agreements. are now “immune”: suggests 
amendments to considered bill. Barge line witness 
objects to railroad relief from Sherman act. Many 
documents presented by anti-trust division to support 
its charges of collusive and coercive practices in 
rate-making. 
By JOSEPH C. SCHELEEN 


Nearing the conclusion of the presentation of his testimony 
—a presentation that required the time of six sessions of the 
committee for its development—James E. Kilday, chief of the 
transportation and public utilities section of the Justice De- 
partment’s anti-trust division, directed his artillery against al- 
legedly collusive practices of the railroads in the making of 
special rates on local, state or federal government traffic under 
authority of section 22 of the interstate commerce act. as 
he continued his attack on the so-called Bulwinkle bill (H. R. 
2536) in hearings of the Senate interstate commerce committee 
on that bill (see Traffic World, April 20). 


The bill would grant anti-trust law immunity to carriers 
entering into agreements, after approval of such agreements 
by the Commission. 

“The investigation and studies made by the Department of 
Justice go back as far as acts performed in 1924,” said Mr. 
Kilday. “It is submitted that the railroads, by joint and con- 
certed action, have prevented independent action among com- 
peting carriers in the naming of less than commercial tariff 
rates for the transportation of property consigned to or on 
which the transportation charges were paid by federal, state, 
county or municipal governments. Section 22 of the interstate 
commerce act authorizes carriers to transport such property 
at free or reduced rates. Therefore, rates under section 22. 
being rates which may be placed at any level, are outside of 
the validity of contentions that joint and concerted action is 
necessary in order that the rates agreed upon may conform to 
all portions of the interstate commerce act and to other seg- 
ments of the structure. 


“It is believed that, inasmuch as the Congress authorized 
each carrier to make rate concessions to governmental agencies. 
the actual effect of the actions of the rail combine . . . was to 
thwart the congressional plan and intent in that, whereas Con- 
gress left each carrier free to make such concessions if it so 
desired. the combine operated in the direction of preventing any 
carrier from making concessions.” 


Wichita Steel Pipe Case 


Mr. Kilday recited that the city of Wichita, Kan.. in the 
summer of 1939 began construction of a water supply line 
requiring over 30 miles of pipe; that in July of that year the 
Frisco, for the purpose of placing Birmingham (Ala.) pipe manu- 
facturers in a position to compete with concrete pipe manu- 
facturers at or near Wichita, announced independently a section 
22 quotation of $9 a ton on cast iron or steel pipe from Birming- 
ham to Wichita and points on the Frisco north and west thereof 
to and including Burton, Kan.; that several other railroads 
“followed suit,” but that, following an exchange of corre- 
spondence between western and southern freight association 
officials, railroad traffic officers and Vice President Cleveland. 
of the A. A. R., the Frisco changed its quotation so as to make 
it a reduction from $13 to $11, instead of to $9. One of the 
letters to which Mr. Kilday referred was addressed by Mr. 
Cleveland to the chairman of the three major territorial rate 
oe under date of August 8, 1939, and included the fol- 
owing: 


Pipe, of course, originates in several territories. The commercial 
relationship of rates Is well known to pipe manufacturers and where a 
section 22 rate is made from one district without conference with the 
other districts it naturally creates, as has been shown in the instant 
case, not only resentment and I!ll-will as between the railroads but in 
addition thereto severe complaint on the part of competing manufac- 
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turers who find that they have been underbid through preferential 
arrangements in rates obtained by a competitor... . 


Joint Action on Section 22 Rates 


The record in this matter showed, said Mr. Kilday, that 
the eastern pipe manufacturers were denied competitive rates 
to Wichita. He indicated that the railroad controversy about 
section 22 rates led to the making of a “record” at a joint 
meeting of Traffic Executive Committees of eastern, southern 
and western territories in Washington on September 28, 1939, 
reading as follows: 


Quotation of Rates Under Section 22 

Attention was called to certain situations which had recently arisen 
wherein quotations were made to municipalities under section 22 with- 
out notification to other lines in the same territory and lines in other 
territories producing the same commodities. After discussion, the fol- 
lowing motion was unanimously carried: 

Resolved, that on interterritorial traffic (with the exception of 
trans-continental traffic) and on territorial traffic to border points no 
special rates will be quoted under section 22 of the interstate commerce 
act for the account of United States, state, county or municipal gov- 
ernments without first following the regular rules of procedure and, 
further, that no final action will be taken without first exchanging in- 
formation with the other interested territories. 

The purpose of this resolution is to avoid action by one railroad 
or one territory that may be disadvantageous to other railroads in the 
same or other territories as well as to competing manufacturers or 
shippers of similar commodities located at other points. 


Mr. Kilday referred to a letter addressed to Chairman Kerr, 
of the S. F. A., by “Mr. Saunders (Southern Pacific),’”’ dated 
October 14, 1939, in which Mr. Saunders stated that “regular 
bureau procedure . . . on transcontinental traffic at least, means 
anywhere from six weeks to three years,” and it was Mr. Kil- 
day’s position that this and other material cited raised question 
as to the efficiency and speed of the established rate bureau 
procedure with respect to publication of just, reasonable and 
competitive commercial rates on various commodities from 
named eastern and southern origins to western points. 

Clarifying of “Misgivings” 

An interterritorial railroad controversy in 1940 over depar- 
ture of the Southwestern Freight Bureau from the “interterri- 
torial rule” as to section 22 rates developed, according to Mr. 
Kilday, following a Treasury Procurement Division request for 
“scrap iron” 1. c. 1. rates on old airplane engines, suitable only 
for remelting or instruction purposes, that the government had 
turned over to the National Youth Administration in 1939. Mr. 
Kilday averred that this controversy led to the making of 
a “record” in a meeting of the A. A. R. Traffic Advisory Com- 
mittee in June, 1940, in which appeared, under the heading of 
“Failure by a Territory to Comply With Conclusions Reached 
at Joint Meetings of Traffic Executive Officers of the Three 
Territories,” the following: 


Quotations on Government Freight Under Section 22... 

This subject was docketed in view of the fact that the southwestern 
lines had failed to adopt the practice concurred in by the three Traffic 
Executive Associations at a joint meeting held on September 28, 1939. 
From the discussion, it appeared that the southwestern lines were 
under the impression that the action referred to was that taken by 
the Traffic Advisory Committee, which could only be recommendatory. 
In order to attempt to clear the situation, it was understood that Mr. 
Cleveland would attend an early meeting of the Southwestern Freight 
Bureau executive committee and endeavor to clarify any misgivings 
that might exist on the part of the southwestern lines in respect to 
this and other matters. ... 


“They apparently took the position that this was not just 
a suggestion but that they (the southwestern lines) were sup- 
posed to comply,” commented Senator Wheeler. 

“It was the real McCoy,” said Mr. Kilday. 

Departing from his prepared statement to discuss the rate 
bureau structure in the west, Mr. Kilday said that the rate 
committee at the top comprised presidents of various railroads, 
that the rate committee ranking next below it comprised the 
traffic vice presidents of the railroads in the territory, and that 
the lower rate bureaus consisted of subordinates of those vice 
presidents. When a rate proposal was filed with one of the 
bureaus in this lower stratum, he said, it was circularized to 
all the other bureaus, to carry out what he described as the 
railroads’ theory of making rates on the basis of what was 
best for the railroad industry as a whole. 

Senator Hawkes of New Jersey suggested that the cir- 
cularizing was for the purpose of establishing whether rail- 
roads or shippers in the jurisdiction of the other bureaus would 
be injured by a proposal of a rate in the jurisdiction of the 
first bureau, and added that he could see nothing wrong with 
that—that circularizing, “per se,” was not iniquitous. 


Question of Ethics 


When Mr. Kilday insisted that individual railroads and 
bureaus had agreed to follow the established procedure of 
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handling of rate proposals by appellate bureaus, in case of 
rejection by the original bureau of jurisdiction or by a higher 
committee, Senator Hawkes wondered if it was considered 
“unethical” to withdraw from such an agreement. Mr. Kilday 
said he had correspondence in which such action was described 
disparagingly as “non-conformist.” When Senator Hawkes 
asked whether there had been cases of such withdrawal, Mr. 
Kilday said that there had been many, many such cases. 

In discussion of “sanctions” against “non-conformist” rail- 
roads, Senator Reed, of Kansas, said there was no rule he 
knew of providing for division of unrouted traffic among con- 
necting carriers, but that he understood the general practice 
was for the originating road to give each connecting carrier 
about as much traffic as it received in return. 

Senator Reed said he thought Mr. Kilday’s testimony had 
gone considerably beyond the Bulwinkle bill. His own theory, 
he said, was that where the subject matter was within the 
jurisdiction of the Commission and where it could, under the 
law, deal with a wrongful act committed by a carrier, agree- 
ments between carriers as approved by the Commission should 
be exempt from the anti-trust laws. 

“There is not a thing that you have described that the 
Commission wouldn’t have full power to correct,” said Senator 
Reed. “I want to draw a line (between those things and the 
matters that should remain subject to prosecution under the 
anti-trust laws). Suppose the railroads should try to buy all 
the steel mills; the Commission would have no power there, 
and the anti-trust laws should apply. This bill ought to place 
with the Commission power to approve agreements involving 
subject matters under its jurisdiction. Where it has no such 
power, there anti-trust should step in... .” 


Montana Furniture Rate Case 


Chairman Wheeler called attention to correspondence he 
had received, relating to an effort of the Yellowstone Cabinet 
Co., of Billings, Mont., to obtain a reduction in railroad rates 
on furniture from Billings to eastern points. He said the rate 
proposal had been turned down by the Montana Lines Com- 
mittee. The Montana committee, he stated, had explained that 
it had turned down the proposal because it felt that the Billings 
manufacturer was having no difficulty in marketing his product 
and. because it feared that granting of his request would result 
in a request for reduction in westbound furniture rates from 
Grand Rapids, Mich. 

Senator Wheeler said that in February, 1945, he had writ- 
ten to the Commission, calling attention to the action of the 
Montana Lines Committee. Thereafter, he reported, there had 
been an exchange of letters between Secretary Bartel, of the 
Commission, and the Montana committee, in which was included 
advice from the latter that establishment of a commodity rate 
on furniture from Billings by the Montana lines was subject 
to approval by the Official Territory carriers. The last letter 
in the series read by Senator Wheeler was dated April 16, 1946. 
Secretary Bartel, in a letter he wrote, suggested that considera- 
tions cited by the Montana lines for refusing the rate reduction 
sought by the Billings manufacturer were not of themselves 
proof that that manufacturer’s rate was reasonable. 

“This case is now over 18 months old, and no action has 
been taken,” said Senator Wheeler. He added that “the matter 
has been held up something like 18 months, being passed around 
among these bureaus.” 


Senator Reed maintained that, where competitive factors 
were present, there was generally a desire that the rates and 
practices, including milling-in-transit privileges, be uniform. 


Kerr Denies “Confidential” Implication 


In reading some of the documents or letters he regarded as 
evidence of rate bureau integration and carrier collusion, Mr. 
Kilday noted in several instances that the letters bore a nota- 
tion, “Confidential—not to be quoted or referred to.” 

A question by Senator Hawkes about those notations 
brought entry of J. G. Kerr, chairman of the Southern Freight 
Association, into the discussion. Mr. Kerr, somewhat indig- 
nantly, said he thought Mr. Kilday would concede that agents 
of the Justice Department had copied the documents in question 
out of his files, that the “confidential” notation had been pasted 
on the letters in the S. F. A. office. and that it did not appear 
on copies of the same documents in the files of the Western 
Traffic Executive Committee. . 

Mr. Kilday subsequently placed in the hearing record 
photostatic copies of communications the context of which, he 
averred, served as proof of rate bureau “secrecy” that he al- 
leged. One of these letters, represented as one sent to members 
of the Traffic Executives Association—Southern Territory, by 
Mr. Kerr, and dated June 10, 1939, included the following: 


Chairman Farmer, Lawrence and I recently made an arrangement 
for. exchange under confidential cover of proceedings of our respective 
traffic executives committees or associations, with the understanding 
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the same would not be distributed. The purpose is to enable the 
several chairmen to have the benefit promptly of action of other juris- 
dictions as to matters in which their own associations have an interest 
~ thereby more intelligently handle such matters with their prin- 
cipals.... 


Mr. Kilday also read a copy of a telegram indicating that 
the general traffic manager of the Atlantic Coast Line had been 
denied certain information he had requested of Mr. Kerr, be- 
cause it was in the “confidential” category. é 

Senator Wheeler wondered what was the purpose of the 
secrecy. 

Control of the rate committee activities “at the top” was 
carried on by this measure of secrecy, Mr. Kilday replied. 


Southwestern Lines’ Action 


Resuming his assault on_ railroad practices in connection 
with the granting of section 22 quotations, Mr. Kilday pointed 
to rail rate committee correspondence indicating that, in Feb- 
ruary, 1942, the southwestern railroads announced to various 
rate committees that they would not participate in “the applica- 
tion of through rates from, to or through Southwestern Terri- 
tory unless such rates are the commercial tariff rates and are 
not to be subject to land grant deductions, in connection with 
any section 22 quotations made by the lines in Official Territory 
to the government authorizing storage in transit of canned 
goods, soldiers’ rations, etc., on the basis of through rates ap- 
plying via transit point.” This, according to letter, written by 
Chairman Knobeloch, of the Southwestern Freight Bureau, was 
in keeping with the southwestern lines’ policy “not to apply 
land (grant) deductions in connection with any section 22 quota- 
tion the southwestern lines may make on government freight 
stored in transit in their territory.” 


Mr. Kilday said that, pursuant to that letter, Chairman 
Lawrence, of the Traffic Executive Association—Eastern Ter- 
ritory, wrote to members of his association a letter including 
the following: 


If we are to endeavor to comply with the suggestion of the South- 
western Freight Bureau it would seem that we might be obliged to 
get a definition of the exact territory involved including a description 
of the lines of interterritorial railroads affected so that we can notify 
the government that our quotation would not apply on traffic coming 
from or through that particular described territory. Probably the 
southwestern lines would not be much pleased by such action. 


Mr. Kilday recited that the chief traffic officers of the three 
major freight territories concluded, in a meeting in Washington 
in March, 1942, that all section 22 quotations should be reviewed 
to determine whether it was possible to increase the charges 
under such quotations by the amount of the Ex Parte 148 in- 
creases. He reported that Mr. Cleveland, of the A. A. R., in 
September, 1942, had written to Mr. Kerr about the form of 
acceptance of section 22 quotations by departments of the gov- 
ernment, advising that “it is my position and one I think we 
should all adopt that when they ask for a section 22 quotation 
and we find it proper to make it, that we should make it in our 
own form, and they can take it or leave it. . .” 


Competition for U. S. Traffic 


After asserting that the Justice Department had evidence 
that the A. A. R. had taken part in discouraging competition 
between the rail and truck carriers in connection with the han- 
dling of government traffic, Mr. Kilday quoted. from a letter 
he said Mr. Cleveland had sent to the three maior rate commit- 
tee chairmen, on February 8, 1938. the observations that in each 
territory committees had been formed to work with truck line 
committees toward elimination of unduly low rates on govern- 
ment freieht, and that “it occurs to me that this is a matter 
which might properlv be handled between these joint rail and 
truck committees with the idea of inducing the truck companies 
to adhere to tariff rates on government traffic although I sup- 
pose that they could proverly take into consideration the rail- 
road land grant deductions.” 

Taking issue with a contention of nrononents of the Bul- 
winkle bill that shinners were afforded onroartunitv in oven 
meetings to take part in deliherations. Mr. Kildav referred to 
a letter he said had been addressed bv Mr. Cleveland to the 
Traffic Advisory Committee in November. 1938. in which Mr. 
Cleveland said that the auestion of reduced rates on citrus 
fruit would be discussed at a forthcoming meeting of the com- 
mittee and that he fully appreciated that it was “not desirable 
or practical ordinarily to have shippers attend meetings of this 
committee. .. .” 


Mr. Kilday averred that the government had been “rele- 
gated to a position” by a section 22 quotation that provided. 
among other things, according to his testimonv. that the through 
rates authorized in it would not be subject to land grant de- 
ductions and that. the Ex Parte 148 increases of 6 per cent 
would be continued, “notwithstanding the fact that the Inter- 
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state Commerce Commission suspended this increase effective 
May 15, 1943.” as 

Mr. Cleveland arose to state that the Commission order 
suspending the Ex Parte 148 increases contained a clause pro- 
viding that on section 22 quotations those increases might be 
continued. He said that the government was entitled, under 
any conditions, to the commercial rate less the land-grant de- 
duction, but that where the rates, such as those negotiated 
under section 22, were below the land-grant level, the railroads 
were under no obligation to make further deductions. 

Answering a question by Senator Hawkes as to whether 
any of the section 22 quotations made by the railroads were 
less favorable to the government than the government’s land- 
grant rates on the same traffic would have been, Mr. Kilday 
said he had made inquiry on that point and had been answered 
in the affirmative. 


Budget Bureau Rate Report 


Senator Wheeler referred to the report on War Depart- 
ment freight charges that he had received from the Budget 
Bureau, noting that in that report it was stated that the de- 
partment had paid and was still paying excessive charges on 
a large volume of its rail shipments. Senator Hawkes wanted 
to know why the government had paid rates that were in 
excess of the published rates less land-grant deductions. Mr. 
Kilday said he did not have “all the answers,” but that in the 
war period the government needed rates rapidly; that it could 
go to “these (rate bureau) mechanisms” and “fight” for rates 
or could go to the Commission and “go through a long fight 
there,” and that, rather than to follow either of those courses 
of action, the government departments decided to “take sec- 
tion 22.” 

Mr. Cleveland said that the rail rate quotations under con- 
tracts with the government contained a clause that where rates 
based on land-grant deductions were lower than the quoted 
rates, such lower rates would apply. Senator Wheeler said the 
complaint by the Budget Bureau was that the government was 
billed for high rates because the shipments were put in classi- 
fications higher than those applicable. Mr. Cleveland said that 
if that was true, such charges were overcharges and that over- 
charges were “caught” in the auditing of the freight bills at 
the General Accounting Office. There were always overcharges 
and undercharges, in movements as numerous as those per- 
formed for the government, he explained. 


Senator Wheeler declared that what was needed was a 
government bureau to handle all the traffic matters of the 
various government departments and corporations. Mr. Cleve- 
land declared that “that wouldn’t work in war, because the 
job is too big.” He said the army had a “very efficient” traffic 
department. That was not what the Budget Bureau report 
showed, said Senator Wheeler. 


Eastman’s “Last” Letter Read 


Returning to the discussion of addition of Ex Parte 148 
increases to section 22 rates, Mr. Kilday read his exhibit No. 
79—a letter written March 9, 1944, by the late Joseph B. East- 
man, then director of the Office of Defense Transportation, to 
Mr. Cleveland. Mr. Kilday said that he had been informed this 
was the last letter written by Mr. Eastman before his death, 
March 15, 1944. In this letter, as reproduced by the Justice 
Department, Mr. Eastman said, in part: 


Your letters of December 29, 1943, File 1-3200—Ex Parte 148 in- 
creases, have been considered by the representatives of . . . the War 
Department—Army Service Forces, Office of the Chief of Transporta- 
tion; the Navy Department, Bureau of Supplies and Accounts, and the 
Treasury Department-—Procurement Division. These departments have 
consulted with my division of rates and have requested this office to 
assist them in the negotiation of rates deemed necessary in the war 
effort. 

Full consideration has been given to the reasons advanced by the 
chief traffic officers at their joint meeting in New York on December 
15 and 16 as stated in your letter. The departments affected regret 
that they cannot concur in your suggestion that they withdraw the 
request. On the contrary, they ask that the matter be reconsidered 
and the increases provided for in the original decision of the Com- 
mission in Ex Parte 148 be eliminated from the rates on which ship- 
ments are afforded storage in transit under section 22 quotations. I 
endorse this request. 

In requesting that this matter be reconsidered, I would like to 
comment first on the three reasons advanced in your letter of Decem- 
ber 29 for the refusal to accede on the request of the government 
departments. 

First: I cannot agree with the carriers’ contention that since the 
proposal for the establishment of storage-in-transit arrangements for 
shipments of canned goods originating in Pacific Coast territory was 
docketed with the transcontinental carriers by certain commercial 
shippers, these arrangements were not established as the result of a 
bona fide application from a department or agency of government. 
I call your attention to the fact that the original proposal docketed 
by commercial shippers had been considered by the Standing Rate 
Committee of the Trans-Continental Lines and that committee recom- 
mended that the application be declined. The proposal was appealed 
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by this office through its division of rates and supported by the War 
Department and the Department of Agriculture. This action was taken 
to enable shipments of canned goods to be moved from Pacific coast 
points of origin, so that storage space in the Pacific coast area might 
be available for war storage purposes. 

Second: When the railroads submitted their statements of rates 
reduced at the request of the government following the Commission’s 
decision in the reopened Ex Parte 148 proceeding, the transit arrange- 
ments on canned goods were cited in your letter to Secretary Bartel, 
dated April 29, 1942, as arrangements established at the request of a 
government agency. When this matter was before the Commission for 
an informal ruling subsequent to its decision, the carriers insisted 
that these arrangements were negotiated at the request of government. 
Commissioner Aitchison’s letter of June 11, 1943, addressed to you, and 
the order of the Con'mission dated August 2, 1943, stated that the 
retention of the increases was not warranted by the exceptions in the 
order. The carriers cannot now consistently rely upon the shippers’ 
contention that these arrangements were established at their re- 
GUGEE .-< 2 

These (storage-in-transit) arrangements ... include a provision 
that no land-grant deductions will be allowed, and this provision, of 
course, lessens the concession made to the government. This is par- 
ticularly true of transcontinental traffic and traffic moving through the 
western portion of the United States. . . . I do not believe ... that 
the statement is sound that these transit arrangements would, under 
no circumstances, have been extended to commercial shippers, in view 
of the large volume of traffic involved. The same need has not arisen 
in connection with commercial traffic. 

Third: I do not subscribe to the position of the carriers that an 
increase in line-haul freight rates is justified simply because storage-in- 
transit is granted. It is conceded that transit arrangements involve 
an increase in the cost of service. However, transit charges are assessed 
to defray the additional expense. It should be noted that the transit 
arrangements under section 22 quotations also provide that the switch- 
ing charges of connecting lines at the holding and reconsigning points 
are in addition to the through rates and other charges applicable on 
shipments accorded transit. These charges are absorbed only to the 
extent that the carrier granting the transit arrangement authorized 
the absorption, either by tariff arrangements or by section 22 quota- 
tions. If the transit charges, increased by the switching charges, when 
the latter are not absorbed, are not adequate to cover the additional 
expense, attention should be given to an increase of these charges to 
whatever amount is found to be necessary to cover the cost of the 
additional service. 

It is the opinion of the government departments here concerned 
that, based on the transit charges normally assessed on commercial 
freight, an increase of from $10.50 per car of 30,000 pounds to $35.00 
per car in cases of a carload shipment of 100,000 pounds, should be 
adequate to defray the cost of the additional terminal services entailed 
by the establishment of the transit arrangement. .. . 

I should like to call your attention to several other considerations 
which in my opinion justify the action requested. 

The government departments affected did not object to the applica- 
tion of Ex Parte No. 148 increases to section 22 quotations made by 
the carriers prior to the original decision of the Interstate Commerce 
Commission in this case, and for this reason they believe that the 
carriers should not insist upon the retention of the increase in con- 
nection with section 22 traffic subsequent to the date when the Inter- 
state Commerce Commission ordered these increases removed. . ; 

Moreover—and this seems to me conclusive of the matter—it is 
clear beyond all doubt that the establishment of a transit privilege 
does not in itself accomplish a reduction of the line-haul rates. .. . 
Central Railroad of New Jersey vs. United States (257 U. S. 247)... .. 

It is . . . entirely clear that a transit privilege is a special service 
granted only by the carrier upon the line of which the stop-off takes 
place. The charge for the service is provided for in a special tariff 
of that carrier. This charge is distinct and apart from the line-haul 
rate. No carrier other than the one which participates in the service 
either gains or loses in either gross or net earnings by reason of the 
granting of the privilege. The transit service is an auxiliary service, 
the cost of which is borne by the carrier upon whose line the service 
is rendered. The charges for the transit service accrue to that car- 
rier alone. ‘ 

If the charge for the transit service is inadequate, the carrier on 
whose line the service is performed can undertake to increase the 
charge to a compensatory level. If, on the other hand, joint line-haul 
rates were increased to defray the increased cost of the transit ar- 
rangement, the connection carriers, not being called upon to bear that 
cost, would receive compensation for nothing and be unjustly enriched. 
Moreover, the charge for the service would, without any line variance 
in the cost, vary with the amount of the line-haul rate. 

It follows, beyond any question, that when these storage-in-transit 
arrangements were established, 10 change whatever was made in the 
line-haul rates, for the transit service and the charge therefor are 
things apart from the line-haul rates. Transit service, as I have said, 
is a local, auxiliary service confined to the railroad where the stoppage 
takes place. The line-haul rates in question were, therefore, never 
reduced, upon request either of the government or of commercial 
shippers. They were increased by the original Ex Parte 148 decision 
and clearly they should be recuced to conform to the subsequent 
decision in that proceeding. 

I urge, therefore, that you convey to the carriers my views on this 
subject, and request them to remove thé increases in rates in Ex Parte 
No. 148, which were subsequently suspended. . 


Cleveland for Higher Fares 


Mr. Kilday, after noting that the Commission, in its order 
suspending the Ex Parte 158 increases, had permitted the 10 
per cent increase in passenger fares to remain in effect, called 
attention to a letter he said Mr. Cleveland had addressed on 
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May 15, 1942, to chief traflic officers of the railroads, in which 
it was suggested that the best way to diminish passenger travel 
would be “by a further increase in passenger fares.” 

In discussion of activities of the Traffic Executive Chair- 
men’s Committee in negotiating rates and charges paid by the 
federal government for its World War II transportation, Mr. 
Kilday said the railroads averred that this committee was cre- 
ated at the reugest of the late Director Eastman, but that the 
Justice Department’s view was that “the creation of this com- 
mittee was in the minds and plans of the rail traffic executives 
and Mr. A. F. Cleveland . .. some time prior to the intervention 
of Mr. Eastman,” 

Mr. Kilday said letters from Vice-President Smith, of the 
L. & N., to Messrs. Kerr and Cleveland on December 16, 1941, 
indicated that the L. & N. was emphatically opposed to the cre- 
atiton of any such committee as Mr. Cleveland had proposed. 
Mr. Kilday said the record indicated that the Traffic Execu- 
tive Chairmen’s Committee (T. E. C. C.) was conceived and 
possibly brought into actual operation in the period between 
December 13, 1941, and February 10, 1942, for the avowed 
purpose of negotiating rates and prices for transport of gov- 
ernment property. 

“It can hardly be denied that it was a powerful, national 
rate bureau composed of the chairmen of the three major 
territorial rate bureaus with Mr. Cleveland as chairman of the 
committee,” said Mr. Kilday. 


Legal Status of T. E. C. C. 


He outlined developments concerning efforts by President 
Pelley, of the A. A. R., and Director Eastman to obtain a de- 
gree of anti-trust immunity for the T. E. C. C., and said that it 
appeared that the delegation of authority from the chief traffic 
otticers of the nation’s railroads to this committee was “worded 
in such a way as might cause some of them to believe that the 
committee would handle only emergency interterritorial rates.” 

“There is substantial evidence that at the time of this dele- 
gation of authority to this committee it, or a committee com- 
posed of the same men, had already been in operation since 
1939,” said Mr. Kilday. “The Department (of Justice) has no 
evidence at this time that Mr. Eastman up to the time of this 
delegation of authority had formally requested formation of 
such a committee.” 


He cited the letter Mr. Eastman had written to Mr. Pelley 
asking for formation of a committee of representatives of the 
railroads in the three major territories and an A. A. R. repre- 
sentative and setting forth the proposal that this committee be 
empowered to act on “all proposals covering rates and traffic 
practices of an emergency character presented by governmental 
agencies,” Mr. Kilday also quoted a letter addressed by O. D. T. 
general counsel, Jack Garrett Scott, to the then Assistant At- 
torney General Thurman Arnold, asking for the latter’s opinion 
as to whether acts committed in good faith in carrying out the 
plan proposed in Mr. Eastman’s letter to Mr. Pelley would be 
within “the anti-trust policy stated in the letter from the At- 
torney General to Mr. Eastman, dated February 12, 1942.” Mr. 
Arnold’s reply, as shown in Mr. Kilday’s statement, was that 
“acts performed in good faith and within the fair intendment 
of the proposed letter will not be viewed by the Department of 
Justice as constituting a violation of the anti-trust laws and no 
prosecutions will be instituted therefor.” 


Continuing, Mr. Kilday said that the Justice Department 
had advised Director Johnson, of the O. D. T., on February 24. 
1945, that rate and traffic adjustments had been made by the 
T. E. C. C. which were not of the emergency character but 
were routine matters that should be handled by the individual 
lines, and that, therefore, the Justice Department was suggesting 
that Director Johnson advise the committee to desist from such 
actions. 


Assistant Attorney General Berge had written to Director 
Johnson on July 18, 1945, said Mr. Kilday, asking for Mr. John- 
son’s aid in arranging for examination of T. E. C. C. records 
by Justice Department representatives. Subsequently, on Oc- 
tober 15, 1945, Mr. Kilday said, Director Johnson advised Mr. 
Berge that, “in view of certain litigation which has been insti- 
tuted by the Department of Justice,” the T. E. C. C. was un- 
willing to permit Justice Department examination of its files. 


Immunity Terminated 


Mr. Kilday said that, on September 17, 1945, Mr. Berge ad- 
vised Director Johnson that he (Mr. Berge) desired to withdraw 
“the conditional immunity” afforded the T. E. C. C., and pro- 
posed that the withdrawal be made effective November 15, 
1945. Director Johnson, replying, asked that the immunity con- 
tinue in effect until February 1, 1946, and the immunity was ter- 
minated as or that date, said Mr. Kilday. 

He then discussed various activities of the T. E. C. C. that 
the Justice Department regarded as beyond the “emergency” 
character of the authority delegated to the committee, and con- 
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tended that the record of the T. E. C. C. indicated how the rail- 
roads would abuse the power they would have if they obta‘ned 
immunity from the anti-trust laws under provisions of the Bul- 
winkle bill. 

Mr. Kilday said that in the latter part of 1943 Chairman 
Knobeloch of the Southwestern Freight Bureau apparently con- 
strued some activities of the T. E. C. C. as improper and as un- 
authorized procedure, and that Mr. Cleveland, as chairman of 
the T. E. C. C., thereupon wrote a letter of Mr. Knobeloch, in- 
cluding the following: 


I am responsible for such objects as may go on the Traffic Execu- 
tive Chairmen’s Committee docket and I shall continue to place such 
objects on that docket as I may choose to have considered by that 
committee. . . . If you have any objections to the operation of the 
Traffic Executive Chairmen’s Committee you can file them with me and 
they will be given consideration by the committee. I shall continue 
to docket any subject which in my opinion should be brought to the 
attention of the committee. 


Mr. Knobeloch’s reply, according to Mr. Kilday, included 
the ‘remark that “I can not believe there is a prohibition 
against making inquiries of the T. E. C. C.” 


Criticism of T. E. C. C. Actions 


“It has been contended,” Mr. Kilday continued, “that this 
committee (the T. E. C. C.) has departed from its authoriza- 
tion in general in that it has considered, legislated upon, or 
assumed jurisdiction over matters coming under the following 
headings: (1) Intraterritorial rates; (2) rates other than of an 
emergency nature; (3) retroactive section 22 quotations; (4) 
storage-in-transit matters, and (5) matters originally presented 
to individual carriers or carriers’ associations.” 

There was serious doubt, Mr. Kilday contended, whether 
the section 22 quotations negotiated by the T. E. C. C. on gov- 
ernment traffic represented any real concession to the govern- 
ment. He submitted much documentary material he regarded 
as substantiation of the charge that the T. E. C. C. had over- 
stepped the limitations of the authority delegated to it and of 
its anti-trust immunity. He asked and obtained from Chairman 
Wheeler leave to have printed in the record his exhibits Nos. 
81 to 120, inclusive. Much of the material in these exhibits 
consisted of reproductions of documents taken from the files 
of the Southern Freight Association. Another item in the list 
was a resolution adopted by the National Industrial Traffic 
League at its annual meeting in 1938 on “Need for railroads to 
acquire a better understanding of shippers transportation prob- 
lems.’”’ Some of the material in this bundle of exhibits (about 
2% or 3 inches thick) dealt with relations between the Southern 
Freight Association and motor carrier organizations. 

“In conclusion,” said Mr. Kilday, “it seems to me that a 
very serious question is presented—whether or not this kind of 
private mechanism is to be insulated from anti-trust. The prob- 
lem of such insulation is one of very deep concern. The mech- 
anism deals with many matters of purely state concern, like 
intrastate rates. This is almost, if not quite, a private govern- 
ment of the industry. If it be a private government, I most 
respectfully call attention to the provision of the United States 
constitution that the federal government will guarantee to each 
state a republican form of government. . .. We have the ques- 
tion here whether the courts should be allowed to proceed.” 

“T don’t think anyone wants to interfere with the courts,” 
said Senator Wheeler. 


In a conversation with reporters after the hearing, in which 
the Justice Department so concluded its presentation, Senator 
Wheeler said that by his remark about interference with the 
courts he did not mean that the considered bill should be held 
up until the courts had decided the Georgia suit and that of 
the federal government against the railroads, but that it was 
his view that the bill would not necessarily affect those court 
proceedings. It would be impossible to write legislation putting 
a stop to all kinds of coercion, he averred. He indicated that 
the legislation he had in mind would contain prohibitions 
against coercive practices in rate-making. 


Shippers Not “Stooges” for Carriers 


Senator Capehart, of Indiana, had included in the Con- 
gressional Record appendix of April 18 a letter from G. E. 
Mace, first vice chairman of the Shippers’ Conference of 
Greater New York, saying that “public reports have indicated 
that your committee has received testimony to the effect that 
little if any consideration should be given to organizations such 
as ours, because the railroads make a practice of dominating 
them through financial support or otherwise.” 

Mr. Mace said he had been directed by the conference to 
write Senator Capehart that their membership was confined 
entirely to shippers and representatives of shippers; that the 
organization was financed entirely by membership dues re- 
ceived, with the exception of a few odd dollars received as 
interest on bank deposits and war bonds; that the conference 
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received no revenue whatever from either the railroads, the 
steamship lines, the motor lines, the airlines or the pipelines. 

“The testimony submitted on behalf of this organization 
was compiled without any assistance whatever from any trans- 
portation agency and no transportation agency participated in 
any way in paying the expense of our witness in appearing be- 
fore the committee,” Mr. Mace said, adding that he respect- 
fully asked “that the testimony submitted by the undersigned 
be accepted at its face value without discount.” 

Senator Capehart also received a similar letter from 
Thomas Jefferson Miley, secretary of the Commerce and In- 
dustry Association of New York. Mr. Miley said that according 
to published accounts it had been stated that the railroads 
exercised a controlling influence over many Chambers of Com- 
merce and other commercial organizations through the medium 
of financial support. He said it had also been stated that the 
railroads had paid expenses of representatives of some Cham- 
bers of Commerce and shippers’ representatives when appear- 
ing at congressional hearings and that the testimony of such 
witnesses should be discounted for that reason. He pointed out 
that George E. Mace, manager of the transportation bureau of 
the association, had appeared before the committee on behalf 
of the association in favor of passage of the Bulwinkle bill. 
Mr. Miley said he had had a check made of the association’s 
records and that it had disclosed: 


1. That the financial support of all railroads, foreign as well as 
United States carriers, amounts to less than 2 per cent of the revenues 
of Commerce and Industry Association of New York, Inc., for the 
current fiscal year. 

2. That the entire expense of our efforts to make known our views 
on the Bulwinkle bill, or on any other legislation in which we ex- 
pressed an interest, either in the House of Representatives or in the 
Senate, was paid and borne by the Commerce and Industry Associa- 
tion of New York. 

3. That in no instance was the whole or any part of such expense 
passed on to the railroads or to any other form of transportation. 

It is our belief that the generalities which have been publicized 
in some quarters entitle us, with fairness, to have this explanation 
made a part of your committee’s record in these hearings, so proper 
weight may be given to the testimony submitted on our behalf. Ac- 
cordingly, we respectfully ask that this be done. 


Barge Line Testimony 


A spokesman for three midwestern barge lines testified as 
an opponent of the Bulwinkle bill on April 22, contending that 
enactment of the bill would enable the railroads to engage in a 
conspiracy by which they would eliminate the competition of 
the carriers on the inland waterways, “in restraint of trade 
and commerce.” 

The barge lines’ witness was Edward B. Hayes, of Chicago. 
He said he represented the Midwest Towing Co., the Mid- 
Continent Barge Line, and the A. L. Mechling Barge Line. 

“This bill relieves the railroads of legal prohibitions against 
contracts, combinations and conspiracies in restraint of trade 
and commerce,” said Mr. Hayes. “If the bill should become 
law, and if the past is a guide to the future, the railroads will 
destroy the water carriers for whom I speak.” 


Eastman Statement Cited 


Mr. Hayes said that the late Commissioner Eastman, in a 
“minority report” in Fourth Section Application No. 14734, 
Petroleum Products from New Orleans, La., Group to Mem- 
phis, Tenn., and Ohio River Points (194 I. C. C. 31), decided 
May 8, 1933, had “told the truth” about what confronted the 
water carriers. He quoted at length from Mr. Eastman’s con- 
curring expression in that case, including the following: 


This promises to be the beginning of a return to a policy of rail- 
road rate-making which existed for many years. . .. The railroads in 
their early years encountered stiff competition from many steamboat 
lines playing upon these waters, and they proceeded to meet this com- 
petition ruthlessly. Eventually they swept the waters clean of the 
competing craft, except on the ocean and the Gulf. . . . This was done 
by cutting rates where the competition existed, to whatever extent 
was necessary to paralyze it, at the same time maintaining rates at 
a very high level elsewhere. .. . 

After the railroads swept the inland waterways practically clean 
of competing traffic, two influences set in. One was a public demand 
upon Congress for appropriations for the improvement of the water- 
ways, so that they could handle traffic more cheaply and efficiently. 
The other was a gradual revision of the railroad rate structure to a 
so-called ‘‘dry-land’’ basis, owing to the absence of water competition 
which could be used to justify fourth-section relief. These two influ- 
ences have brought a return of the water competition which had dis- 
appeared, and it is progressively increasing. 

This return ef competition has so alarmed the railroads that they 
are clearly about ready to go back to the old policy of rate cutting, 
and have already made several moves in this direction. . . . If they 
continue with this policy unchecked, I have little doubt that they will 
eventually cripple their water competitors as they were crippled in days 
gone by. . . . I have the feeling that the ultimate results (of going 
back to the ‘‘old policy’’ of rate cutting) will be good for neither the 
country nor the railroads. ... 
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Assuming fair competitive conditions, each of these transportation 
agencies probably has some field in which it can operate more eco- 
nomically and effectively than the others. Certainly this is true of the 
railroads with respect to a very large amount of traffic. . 


Eastman Letter to Pelley 


Mr. Hayes maintained that if the anti-trust laws were abro- 
gated in the transportation field the railroads would be “simply 
too big” for the barge lines he represented. He said that in 
April, 1942, when the national transportation policy declared 
by Congress had been in effect since September, 1940, Mr. 
Eastman had written to President Pelley, of the A. A. R., saying 
that he (Mr. Eastman) had received continuing complaints from 
inland waterway carriers and that the gravamen of the com- 
plaints was that the railroads were engaged in reducing rates 
on barge-line competitive traffic to the point that the barge 
lines were forced either to withdraw from business or to cut 
their own rates to noncompensatory levels. Mr. Eastman urged, 
according to this letter as quoted by the witness, that no carrier 
establish rates primarily designed to divert traffic from other 
types of carriers and that the railroads undertake adjustment 
of their rates to levels existing before the sub-normal rates 
complained of were estabilshed. 

- It had been said, continued Mr. Hayes, that the Attorney 
General would put people in jail for doing what the law re- 
quired. He added that such statements indicated a belief that 
the U. S. Supreme Court would allow action of that kind by 
the Attorney General, and that if there were any who held that 
belief sincerely, they betrayed “an almost insulting lack of 
confidence in the Supreme Court of the United States.” 

Advised by Senator Reed to address himself to the Bul- 
winkle bill, Mr. Hayes said that “we have no objection to the 
kind of competition requiring us to meet any cost of service 
element our railroad competitors may achieve, but we object 
to lowering of water-competitive rates to the point we can’t 
exist, and we contend that that is done through the railroad 
rate bureaus.” 


Sen. Johnston Criticizes Railroads 


Senator Johnston, of South Carolina, presiding at the 
April 22 hearing in the absence of Chairman Wheeler, inter- 
preted Mr. Hayes’ statements to mean that if existing anti- 
trust law “protection” of the water carriers were removed, the 
railroads would proceed with efforts to put water competitors 
out of business. Senator Johnston added that the railroads had 
“squeezed out’”’ the port of Charleston, S. C., in the past; that 
hey had a “siding charge” of $40 at that port before the war, 
and that, under pressure in the war period, they reduced the 
charge to $7. 

Senator Reed averred that nobody was trying to remove 
“any legitimate control” that the anti-trust division had over 
the railroads now. Mr. Hayes disagreed, contending that there 
was a provision in the Bulwinkle bill that relieved the rail- 
roads of any existing prohibitions against conspiracy in restraint 
of trade. 

If it was not the intention of the proponents of the bill to 
relieve the carriers of the anti-trust laws, Mr. Hayes said, the 
barge lines he represented would be greatly relieved if the bill 
were amended to provide that the anti-trust laws should con- 
tinue to apply, notwithstanding approval of any agreement be- 
tween carriers by the Commission. 


It was just as fair to say that the Attorney General would 
jail people for complying with the interstate commerce act 
as to say that. he would jail two people for entering into a 
partnership agreement, the witness declared. He referred to a 
letter he said had been written by a railroad official to the 
president of the B. & O. in 1934, suggesting that, to “save the 
situation” with respect to movement of grain by rail rather 
than by water carriers, joint rates between western and eastern 
lines be established under which the lines going to lake ports 
would take less on grain going out by rail than they would 
take on grain going out by water. Senator Reed said he did 
not see the relationship of that matter to the considered bill. 


Question of Intent of Agreements 


“T regard that kind of agreement between the eastern 
and western lines, to cut the throats of their water competitors, 
as conspiracy in restraint of trade and commerce,” said Mr. 
Hayes. He added that the proposal made in the letter to the 
B. & O. president was not adopted because of application of 
the Sherman act thereto. If the Sherman act had not applied, 
what would there be to keep such a rate basis from being 
adopted, he asked. He averred that it would not be necessary 
for the railroads to display the intent of their agreements to the 
Commission. 

The letter he had cited, he said, seemed to illustrate “the 


way in which joint through rates can be used to implement 
restraints of trade.” 
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He asserted that “this thing’? had actually been done by 
the railroads; that, in many instances, the railroads had charged 
more for carrying forward freight that came to them by water 
than they charged for freight coming to them by rail. The 
Commission had held, he said, that the railroads could charge, 
on grain moving between St. Louis and Atlanta via Memphis, 
a higher proportional rate on ex-barge grain (that moved by 
water from St. Louis to Memphis) for the part of the haul 
from Memphis to Atlanta, than they charged for the Memphis- 
Atlanta rail haul on grain coming into Memphis by rail from 
St. Louis. Thus, he said, the all-rail rate on grain from St. 
Louis to Atlanta was 37 cents, while the barge-rail rate was 
“better than 39 cents,” consisting of a barge-haul factor of 9.6 
cents to Memphis and a proportional of 29.45 cents for the 
rail haul from Memphis to Atlanta. 

“T need not elaborate on what this does to the inherent 
low-cost advantage of water transportation,” he said. 

“That is the present practice, under the present law,” said 
Senator Reed. “Where does this bill affect that, in any way?” 

“The point in relation to this bill,” said Mr. Hayes, “is 
that when the railroads conspire, through their rate confer- 
ences, to cut the throat of water competition, the Commission, 
administering the national transportation policy, has to this 
time not been able to find anything in the national transporta- 
=. “od which would prohibit the practices I have de- 
scribed.” 


“Protection” by Attorney General 


Senator Reed commented that “that’s where you are now.” 

“No,” said Mr. Hayes. ‘We have the Attorney General to 
whom we can go, to prevent that kind of conspiracy if it 
exists.” 

He said that the railroads now proposed to establish an 
all-rail joint rate from St. Louis to Atlanta, on grain, of 35 
cents a hundred pounds, “to take éffect next month.” 

“You contend that that is a violation of anti-trust?” asked 
Senator Reed. 

“Yes, if it is done by conspiracy with intent to restrain 
trade,” said Mr. Hayes. 

Senator Johnston suggested that, without the Bulwinkle 
bill, the aggrieved parties could go to the courts. 


Freedom to “Starve to Death” 


Mr. Hayes then criticized provisions of the bill with re- 
spect to permitting independent action by individual carriers. 
He contended that, in actual practice, exercise of such freedom 
amounted to “freedom to go off by yourself and starve to 
death.” Though Senator Reed protested that the record was 
full of cases in which independent action had been taken by 
individual carriers who did not subscribe to action taken by 
rate bureaus, the witness said that he knew that, in the case 
of the Rocky Mountain Lines, a motor carrier, a conference 
of such carriers protested unsuccessfully the publication of a 
rate reduction by that carrier independently; that thereafter 
the conference published new joint rates, excluding Rocky 
Mountain Lines therefrom, lower than those the Commission 
had permitted to go into effect for Rocky Mountain Lines, and 
that, as a result, Rocky Mountain Lines lost 80 per cent of its 
traffic and eventually failed. 

The barge lines he represented were not able to spend 
money or time before the Commission, Mr. Hayes averred. He 
said the processes of regulation could be so slowed down that, 
for the protection of the carriers, there was no substitute for 
anti-trust enforcement. 


In a discussion of what he termed a “lack of public re- 
action” to the Bulwinkle bill, he read from a brochure issued 
by the A. A. R. excerpts from newspaper editorials indicating 
a belief by the writers that the Commission “fixed” all freight 
rates. 


He said he had been told that some water carriers believed 
the purpose of the Bulwinkle bill was to make it possible for 
such carriers to make joint rates with the railroads. That, he 
declared, might be true of “the three water carriers who 
got them under the Denison act,” but, as for the others, he 
said, it was “a sort of wistful naivete of those who refuse to 
judge the future by the past.” 

Reading from another A. A. R. booklet, represented as an 
analysis of the Bulwinkle bill, Mr. Hayes quoted a statement 
to the effect that the real issue was not whether the anti-trust 
laws should or should not apply. 


Proposed Amendment 


If that was not the issue, he said, the bill should be amended 
by adding at the end of its paragraph (8) a proviso clarifying 
that point. The proviso he offered read in part as follows: 


Every contract, combination in any form, or conspiracy, to which a 
carrier may be a party, in restraint of trade or commerce among the 
several states, or with foreign nations, is hereby declared to be illegal, 
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whether approved by the Commission or relating to transportation under 
joint rates or over through routes, or not... . Every person, firm, indi- 
vidual, trust or association who shall combine or conspire with any other 
in violation of this proviso, shall be deemed guilty of a misdemeanor 

. and shall be. . . fined not more than $10,000, or imprisoned for not 
more than one year, or both. . . . District courts: are invested with 
jurisdiction to prevent and restrain violation of this proviso at suit of 
the United States or of any state or person. ... It shall be the duty of 
the district attorneys ... under the direction of the Attorney General, 
to institute proceedings in equity . . . to restrain such violations. . 
Such proceedings may be by petition. . . 

Any person, firm or corporation that may suffer damage by reason 
of any violation of this proviso may bring an action in the federal 
court . . . against any person or persons charged with such violation, 
for civil damages. . . . On finding for plaintiff . . . judgment shall be 
for treble the amount of damages proved, including prospective dam- 
ages. . 


Senator Johnston suggested that the amendment might 
“make the law a two-way law,” permitting carrier agreements, 
on the one hand, and prohibiting them, on the other. 

Senator Reed said Mr. Hayes’ amendment didn’t ‘go so far 
as to say that the bill would be a bill to repeal the interstate 
commerce act. Mr. Hayes said the Commission still had the 
duties of seeing to it that rates were reasonable and non-dis- 
criminatory. Senator Reed said that all witnesses heard by the 
committee, including those of the Justice Department and Gov- 
ernor Arnall, of Georgia, had made an exception as to joint 
through rates, saying that conference with respect to such 
rates should not be subject to anti-trust. Mr. Hayes said he 
had tried to make it plain that the interstate commerce act co- 
existed with the Sherman act, and that no court would ever 
hold the railroads guilty of violation of the Sherman act in 
agreeing on joint rates, but that when they agreed on rates for 
the purpose of killing competition, then, if exempt from anti- 
trust, they could do “what no one else can do.” 


A. A. R. “Great Factor’ in War, Says Gross 


Major General Charles P. Gross, retired, former Chief of 
Transportation, Army Service Forces, now chairman of the 
Board of Transportation of New York City, in testimony before 
the committee April 23, said that unification of the railroads in 
the Association of American Railroads was ‘one of the great 
factors in the early termination of the war.” 

In the absence of the A.A.R., it would have been necessary 
to “nationalize” the railroads, said General Gross, adding that 
he did not think that their operation on that basis would have 
been as efficient as it was, and that it would have involved, 
among other things, construction and use of more equipment 
than was used under private operation of the roads. 

After stating that he appeared before the committee at the 
request of President J. J. Pelley, of the A.A.R., General Gross 
said he was happy to respond to Mr. Pelley’s request because 
of his appreciation of the part the American railroads had 
played in the last war, first, by rate-making, and, secondly, 
by assistance in the field of planning in the war. He said that 
the army had created hundreds of items that were new and 
previously unclassified in the freight classifications, that the 
help of the A.A.R. in classifying such freight was needed and 
obtained, and that the work was done within a year and a half. 
General Gross said he had heard Vice President Cleveland, of 
the A.A.R., state that thereby between $250,000,000 and $300,- 
000,000 had been saved by the federal government. Senator 
Wheeler remarked that, “of course, he would say that.” 

General Gross averred that, unquestionably, “item by item, 
real savings were made.” 

“Had we been forced to do what the Department of Justice, 
in its fundamental thesis, would have wished, we couldn’t have 
done this work in the period of the war,” he declared. 


Anti-Trust in Peacetime 


Senator Wheeler said that many regulations were broken 
down and various industries were permitted to get together 
to fix prices and do things that ordinarily would violate the 
anti-trust laws, because there was an emergency. He asked the 
witness whether he thought anti-trust should be discarded in 
peacetime. 

“No, but we would have to create an organization of this 
kind in time of war if it did not already exist,” said the general. 

General_Gross reported that he and “Mr. Patterson” (now 
the Secretary of War) had approached former Attorney General 
Biddle to protest action the Department of Justice planned to 
take against rate bureaus, the War Department’s position having 
been that the services of the carrier officials affected by such 
action were needed to assist in prosecution of the war. He said 
he and Mr. Patterson had made such protests to the Attorney 
General on three occasions—one in which a western motor rate 
bureau was affected, another in which rail rate bureaus were 
threatened, and a third occasion in which the New York Central 
and certain freight forwarders in New York City were involved. 
Some of the violations alleged by the Justice Department were 
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indefensible, but to the general proposition of conspiracy the 
threat both to the truck lines and the railroads was so serious 
that they would have had to meet it with the best talent they 
had, General Gross said. 


Justice Department “Polioy” Rapped 


Answering questions by Senator Reed, General Gross said 
he and Secretary Patterson thought that the Justice Depart- 
ment’s policy, if carried out, would definitely have interfered 
with war operations, and that the response of the Attorney 
General to the War Department’s request for postponement of 
action against the carrier bureaus until after the war was 
“generally an unwilling one.” The Attorney General wanted 
to go through “preliminary steps” and to postpone later ones, 
the witness said. Actually, he stated, the Justice Department’s 
anti-trust cases against the carriers were not pushed “to the 
extent that we were seriously embarrassed.” 

Senator Wheeler read letters he said had been sent by 
Mr. Cleveland, of the A.A.R., to certain railroad rate com- 
mittee officials in 1937, in which references were made to 
statements by a “Major Middleton” to the effect that the rail- 
roads might consider the making of a blanket “concession” in 
rates on War Department freight, in return for which they 
would be assured that all such freight would move by rail. 

General Gross said that this proposal had been made “be- 
fore my time” as army chief of transportation, and that, while 
he (General Gross) had charge of army transportation service 
Major Middleton did not dominate the picture to the point that 
he (General Gross) remembered what Major Middleton looked 
like. Reference to this correspondence by Senator Wheeler fol- 
lowed a statement by the witness that the War Department 
found that highway transport, on which it had relied hopefully 
before the war, actually took only about 8% per cent of the 
war traffic, or between 27 and 28 million tons, while less than 
1 per cent of such traffic moved over the inland waterways. 
Later, he explained that the small proportion of war traffic 
moved by trucks was due to the “physical limitations of the 
industry” in the war period. He agreed with Senator Reed’s 
observation that all forms of transport had substantially all 
the traffic they could handle in the war. 


Rates on Army Freight 


Asked by Senator Wheeler whether he was familiar with 
complaints made to his committee with reference to overcharges 
on War Department traffic, General Gross said he was familiar 
with some of them; that “we had some employes” who persist- 
ently made such allegations, and that his office asked the 
Commission to make investigations of those matters. Senator 
Wheeler said his committee had asked for such investigation. 
He asked General Gross whether he had read the Budget Bu- 
reau’s report on freight rates on War Department traffic. The 
general said he had not, and added that the report had come 


to the War Department shortly after his retirement, on No- 
vember 30, 1945. 


Aitchison’s Testimony 


Clyde B. Aitchison, member of the Commission, then be- 
gan presentation of a prepared statement, covering 88 mimeo- 
graphed pages, advocating enactment of legislation “along the 
general lines of’? the Bulwinkle bill on the ground that it was 
“necessary for measurable accomplishment of the purposes of 
the national transportation policy.” 


In the course of his statement and of interrogation by 
committee members, Commissioner Aitchison dealt with vari- 
ous objections to the bill that had been voiced by Justice De- 
partment witnesses and other opponents of the legislation, and 
he proposed several amendments, on behalf of the Commission. 
Seated beside him at the committee table was Commissioner 
Charles D. Mahaffie. 


__ “We are entirely conscious of the gravity of the responsi- 
bility which passage of the bill will lay upon us, and of the 
additional labor it will impose upon the members of the Com- 
mission and the staff,’”” Commissioner Aitchison said. “But that 
responsibility and labor will be less than if no legislation along 
the line of this bill is adopted.” 

He then discussed at length legislative developments in 
the history of the Commission bearing on the conference method 
of rate-making, prefacing this discussion with the remark that 
“the experience of the past is relevant and enlightening in 
appraising the suggestions now made.” 

_ He recalled that a series of court decisions led the Com- 
mission to report to Congress in 1897 that it had ceased to be 
a regulating body, and that, “virtually simultaneously with the 

sintegration of the act to regulate commerce,” the Attorney 
General in 1890 obtained injunctions under the Sherman act 
against maintenance of ‘“‘two great traffic associations or com- 
binations’—the Trans-Missouri Freight Association and the 
Joint Traffic Association; in each instance by an almost equally 
divided Supreme Court. 
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In the Trans-Missouri case, he said, the Supreme Court 
remanded the case for issuance of an injunction prohibiting the 
continuance of the association or of any similar arrangement 
by the railways west of the Missouri River. 


Old Degree Still in Effect 


“As far as is known by me,” he added, “the sweeping 
decree entered by the circuit court on June 7, 1897, is still in 
effect as to 16 of the defendants, but seemingly none of the 
defendants have been cited for violations of any of its terms 
during the 49 years since its entry.” 

“Ts it your opinion that the Attorney General, if he found 
violations, could still cite some of those roads?” asked Senator 
Wheeler. 

Mr. Aitchison said he thought the Attorney General could, 
and suggested that, “of course, that’s a very quick way of 
bringing some of these matters to issue.” 

To show confusion that existed when, prior to enactment 
of legislation in 1910 giving the Commission its rate suspension 
power, the Commission lacked power to suspend rail rate in- 
crease proposals, Mr. Aitchison recalled that when sharp in- 
creases in lumber rates from the southern yellow pine and 
Pacific coast areas were proposed, shippers moved for injunc- 
tions against the carriers in various federal courts, pending 
determination by the Commission of their complaints as to 
reasonableness of the increases. He said that some of the courts 
allowed the writs, and others denied injunctions; some required 
prohibitive bonds, “and this medley of judicial administration 
led to the utmost confusion, and created discrimination rather 
than cured them.” 


“Rule of Reason” 


Commissioner Aitchison discussed the laying down by the 
Supreme Court in the Standard Oil and American Tobacco 
cases (221 U. S. 1 and 106, respectively, May 15, 1911) of the 
so-called “rule of reason,” which the transportation industry 
understood to mean that carriers were permitted to make 
agreements in furtherance of the act to regulate commerce, as 
long as they preserved to each carrier the right of independent 
action and presented no circumstance of unreasonable restraint 
of commerce, such as coercion. 

In addition to agreements dealing with rates and charges, 
the commissioner said, there were many practices, such as 
those affecting classification, weighing and inspection of com- 
modities, assessment of demurrage, car service and rating rules 
for mines, elevators, etc., policing of transit and export and 
import privileges, which affected the amount of the transpor- 
tation charges and the equality of treatment of patrons which 
the law required, and which also affected the public and the 
national welfare in times of emergency. 

“Realistically, agreements such as for the setting up of a 
uniform (and necessarily non-competitive) demurrage code vir- 
tually had been forced by the Commission upon the carriers, 
and the Commission, faced by emergency conditions, even sug- 
gested to the carriers the name of a man who should police the 
operation of the uniform code,” he added. 

Mr. Aitchison reviewed developments in World War I that 
led to federal control of the railroads, noting in that connection 
that the Commission had advised Congress that unification in 
operation of the railroads in the war was indispensable to their 
fullest utilization for the national defense and welfare, their 
attempts at voluntary cooperation having been blocked by the 
then Attorney General’s expressions to the effect that the Rail- 
road War Board was “going too far” in pooling equipment and 
directing its use. 


1920 Act and Competition 


The transportation act of 1920, Commissioner Aitchison 
said, by many of the policies that it implemented greatly qual- 
ified the traditional previous policy of compulsory competition, 
and also conferred on the Commission the power to prescribe 
not only maximum just and reasonable rates, but minimum 
and precise rates as well. He noted, further, that Congress by 
that act specifically authorized the Commission to approve con- 
solidation of four express companies into one and provided 
authority for consolidation of telephone companies. 

Observing that the 1920 act required the Commission to 
certify that present or future convenience and necessity re- 
quired new rail line construction, he added, with emphasis, that 
“omission of this salutary curb upon the uncontrolled competi- 
tive impulses of the promoters of the rail systems had resulted 
in waste of great sums of invested canital, to much destructive 
competition for which the public is still paying a price, and to 
much hardship to others when later abandonments became in- 
evitable.” 

“The transportation act of 1940,”~he continued, “repealed 
certain provisions of various shipping acts, but_it expressly 
conserved pre-existing contracts, agreements, or combinations 
by common carriers by water relating to pooling or division of 
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traffic, service, or earnings, lawfully existing when the provision 
took effect, if filed with the Commission with in a short period. 

. Contracts or agreements issued, authorized, approved, 
entered into, or filed under any. provision of law repealed by 
part III of the interstate commerce act are to continue in force 
and effect according to the terms thereof, subject to modifica- 
tion or rescission by the Commission ‘to the extent that it finds 
the same to be in violation of any provision of this part (part 
III) or inconsistent with the national transportation policy de- 
clared in this act.’ 

“Neither the maritime or aeronautic industry could operate 
successfully, especially in foreign commerce, without recourse 
to the conference method of adjusting rates, service, and prac- 
tices. Congress in the past has recognized this necessity. .. .” 


Domestic Water Carrier Exemption 


Mr. Aitchison said it seemed to have been understood by 
some witnesses before the committee that the anti-trust ex- 
emption as to water carriers applied only to foreign commerce. 
He showed that belief to be erroneous, saying that there had 
been certified to the Commission many agreements applicable 
only to domestic commerce of water carriers, both coastwise 
and intercoastal. The “protecting aegis” of the 1940 act had 
been cast over some water carrier rate bureaus, until such time 
as the Commission might find them to be in violation of part III 
or of the national transportation policy, he added. 

Referring to the late Commissioner Eastman’s testimony 
in 1943 on S. 942, and paying tribute to Mr. Eastman’s soundness 
of judgment and devotion to the public interest, Commissioner 
Aitchison cited Mr. Eastman’s statement that through legisla- 
tion a better way of dealing with rate bureau abuses could be 
had than by referring cases of coercive practices by such 
organizations to the Justice Department. 

“As far as transportation is concerned,’”’ Commissioner 
Aitchison declared, “whatever the form of the agency, with but 
slight dissent it has been accepted that rate and service bureaus 
and conferences of the carriers were necessary for the promotion 
























































































































































has been recognized . . . that they have presented opportunities 
for abuses, which have been held down by the scrutiny of ship- 
pers and public bodies, and by the adoption as between the 
carriers and shippers of cooperative practices and procedures. 
. . . The abuses should be reprobated, but the proper use of 
these agencies should be protected. People need to know what 
the policy of Congress is. The time has come for clarification 
and statement of that policy. .. .” 


Prevailing “‘Uncertainty” 


He said there had been a slow and not always steady or 
consistent swing away from the “rule-of-reason” doctrine, and 
a return to “the literalistic reading of the Sherman act found 
in the early Trans-Missouri and Joint Traffic Association cases.” 
He mentioned the Georgia suit and the federal government’s 
suit against the railroads, saying he did so “only for the pur- 
pose of emphasizing the uncertainty which prevails ... as to 
what machinery may be used by carriers and shippers for the 
cooperative or joint action which is necessary for the promo- 
tion of commerce, without individuals incurring the danger 
of criminal prosecution or injunction suits in courts far distant 
from their homes.” 

Partially covered by thé considered bill (H. R. 2536), he 
said, were types of conferences, agreements and organizations 
in addition to those directly involving rate making, which in the 
public interest should be permitted under proper supervision 
and regulation. , 

“There are,” he continued, “conferences and agreements as 
to the provisions of car service, the making of mine ratings, 
pooling of cars, car interchange, avoidance of wastes due to 
the excess of competitive zeal in provision of service, avoidance 
of wasteful routes, adoption of construction and operating stand- 
ards and rules, uniform accounting practices, weighing and 
inspection of freight, payment of loss-and-damage claims, im- 
position and collection of demurrage, uniformity of classifica- 
tions for freight, and rules applicable thereto . . . in addition 
to the whole field of cooperative rate initiation and mainte- 
nance.” 

Adverting to the subject of loss and damage claims, Mr. 
Aitchison said that there had been no more fruitful source of 
rebating than that, particularly to large shippers. He observed 
that a rebate of that sort, amounting to $35,000, had been recov- 
ered in a recent case. He said it seemed to him that the carriers, 
to avoid discrimination between big and small shippers, ought 
to be encouraged, if not required, to set up their own system 
of policing the settlement of such claims. 

With reference to certificate No. 44 of the War Production 
Board, now extended to May 1 by the Civilian Production Ad- 
ministrator, Mr. Aitchison quoted the Commission’s statement 
in its annual report for 1945 that “this action emphasizes 






























































































































































































































































of the commerce of the country and for the public welfare. It™ 
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strongly the need for legislation along the lines of the Bul- 
winkle bill.” 


“That suggestion we now renew,” he said. 


Proposed Amendments 


Commissioner Aitchison then presented suggestions for 
amendment of the considered bill. He urged inclusion of con- 
tract carrier agreements, as well as those of common carriers, 
within its scope. 

He said the Commission regarded as ‘too indefinite” the 
standard laid down in paragraph (2) of the bill for guidance of 
the Commission in its approval or rejection of agreements— 
that of “furtherance of the national transportation policy.” 

Commenting on Senator Wheeler’s remark that interpre- 
tation of that policy would depend entirely on the individual 
whims of the Commission members as to what was meant by 
the policy, Mr. Aitchison said that changes occurred in courts, 
too, and that facts on which the Commission could act also 
changed. In lieu of that proposed standard, the Commission rec- 
ommended application, in addition to the national transporta- 
tion policy, of “three additional tests which are now found else- 
where in the interstate commerce act, as standards for the 
Commission’s guidance,” he said. 

“All these have been in the act for many years, and they 
have often been applied,” he continued. “Those are (a) that 
the object of the agreement is appropriate for the proper per- 
formance by the carriers of service to the public (b) and con- 
sistent with the public interest (as well as with the national 
transportation policy), and (c) that the agreement will not 
unduly restrain competition.” 

He advocated, further, that the bill be amended by adding 
thereto a new paragraph (10) authorizing the Commission to 
require reports from rate bureaus or other carrier organizat ons 
and to inspect their records and accounts. Another amendment 
he proposed was the insertion in line 21 of page 3 of the bill 
of the words “or additional terms and conditions may be neces- 
sary,” insertion in line 4 of page 4 of the words “or additional 
terms and conditions necessary,” and insertion in line 6 of page 
4 of the words “or prescribing additional terms and condi- 
tions,” so as to avoid any future question as to whether the 
power to modify terms and conditions on which the Commission 
approved an agreement included the power to prescribe addi- 
tional terms and conditions of a like or different kind. 

‘Before the House committee,’ said Commissioner: Aitchi- 
son, “we made certain other suggestions, but in view of the 
present stage of the bill and the reception our suggestions re- 
ceived, we do not now press them to your attention.” 


Question About Joint Rates, Etc. 


Senator Wheeler called attention to the objection raised in 
the Attorney General’s letter to him concerning the Bulw'nkle 
bill, that the requirement that the Commission not approve 
any agreement between carriers of different classes except on 
a finding that such agreement was limited to “matters relating 
to transportation under joint rates or over through routes” 
was sufficiently broad to permit agreements under which carrier 
services, equipment and facilities could be curtailed and tech- 
nological improvements affecting ventilation, refrigeration, etc., 
and time schedules, could be suppressed. Mr. Aitch'son observed 
that the Cqmmission had jurisdiction over car service but not 
over passenger service not related to safety. 

Senator Reed said he had never been able to understand 
the Attorney General’s obiection to the language quoted and 
that he himself did not understand that there could be an agree- 
ment between carriers of different classes except as to joint 
rates and through routes. Mr. Aitchison said he could conceive 
of a case in which carriers of different types in a given area 
could form a “cartel” not involving joint rates or through routes, 
in which rail, water and motor carriers, to meet a threat of big 
oil companies to use their own vehicles or build a pipeline, might 
get together to plan defensive action not involving joint rates. 
The Commission could not approve such an agreement under 
terms of the bill, he added. Senator Reed said he understood 
the purpose of the provision in question to be that any agree- 
ment between carriers of different classes not involving joint 
rates and through routes would be beyond the power of the 
Commission to approve, and Mr. Aitchison said that was the 
way he understood it. 

Senator Wheeler referred to the statement in the House 
committee report to the effect that the basic agreements, rather 
than the things done under the agreements, were to be sub- 
mitted to the Commission for its approval. 

“T don’t think Congress wants to give the railroads or any 
organization they might set up, permission to come in and say 
to the Commission, ‘Here’s our basic agreement’. . . Then every 
other organization will come in and demand exactly the same 
thing...” 

“We have to distinguish between two different things: (1) 
the initial act of forming an association, which might itself be 
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in violation of the anti-trust laws, and (2) the operation of the 
association after it gets started,” said Mr. Aitchison. “Tf it then 
appeared that what the Commission had prescribed as condi- 
tions was insufficient, it would be incumbent upon the Com- 
mission to move very promptly. . .” 


Wants “Specific” Authorizations 


Senator Wheeler said it was his view that, if the carriers 
were to be granted anti-trust immunity, there should be set 
up in the bill specific things that they could do. ; 

“If you’re going to approve of a general association of rail- 
roads,” he added, “I see no reason why we shouldn’t approve 
of any association in this country. . . I oppose that. . .” : 

If the A. A. R. filed a general basic agreement, what dif- 
ference was there between it and the National Association of 
Manufacturers, he wanted to know. Commissioner Aitchison 
said that he took it that if the A. A. R. filed an agreement with 
the Commission, the Commission would attempt to impose 
proper terms and conditions, subjecting the association to re- 
straint. 

The question that worried him, said Senator Wheeler, was 
the adoption by Congress of a general policy of that kind. He 
said he did not think the Senate would approve it. 

Senator Reed said he was glad to see the Attorney Gen- 
eral’s office agree that there was an area in which there had 
to be carrier conferences. He expressed concern as to where 
the line should be drawn between types of agreements that 
should, and types that should not, come within the Commis- 
sion’s jurisdiction or be approved by it. Commissioner Aitchi- 
son said he thought the Commission had done that in its rec- 
ommendation of a new set of standards for the Commission’s 
guidance, and Senator Reed remarked, “I think you have 
helped.” 

_ Wheeler remarked that the bill before the com- 
mittee was important legislation and that he hoped that, after 
the hearings, the committee could sit down with somebody 
from the Commission and somebody from the Justice Depart- 
ment “‘to see if we can get some legislation that can be passed.” 


Criticism of 1943 Bill 


Commissioner Aitchison undertook a discussion of provi- 
sions of S. 942, the Wheeler rate-bureau regulation bill on 
which hearings were held in 1943, noting that Chairman 
Wheeler had referred to that bill several times in the course 
of the current hearings on H. R. 2536 and that the Commission 
had not had an opportunity to testify on S. 942 in 1943. He 
said that “the restrictions that S. 942 would have imposed and 
the cumbersome machinery it required would, we feared, prac- 
tically make it impossible for the rate bureaus to function.” 

The requirement of S. 942 that every proposal be finally 
considered and acted on in public session and that complete 
minutes—‘‘presumably a stenographic record’’—be kept, sa:d 
Mr. Aitchison, would put a shipper in a position to learn how 
each carrier voted on proposals he favored. 


“Our experience has been that pressure on carriers by 
shippers with large, steady, desirable tonnage on individual 
carriers has been almost irresistible,” he added. 

Senator Wheeler said that with respect to small shippers 
the carriers used secrecy of voting in their bureau sessions to 
“pass the buck to somebody else.” He referred to a complaint 
he had mentioned earlier in the hearings, concerning efforts of 
a furniture manufacturer in Billings, Mont., to obtain rate 
reductions into Official Territory, and mentionefl the “excuse” 
of the carriers that such reduction would mean a demand for 
lower rates on furniture shipped from Grand Rapids to the 
west. Mr. Aitchison said he thought the Commission’s service 
had been too slow in that case; that if the Billings manufac- 
turer had been ten times as big, it would not have made any 
difference in the manner that his request was handled, but 
that the Billings manufacturer could have progressed faster 


if his case had been put before the Commission as a shortened- 
procedure case. 


I. C. C. Representation in Bureaus 


Mr. Aitchison said another requirement of S. 942, that an 
employe of the Commission preside over all meetings of a 
bureau, conference or association or any committee thereof, 
would be “most burdensome and impractical.” He noted that 
there were almost 200 bureaus holding meetings on an average 
twice a month, some of them having a number of committees 
and some working continuously. Thus, a large increase in the 
I. C. C. staff and appropriation would be required, he said. 

“In some instances,” he added, “the employe would have 
to be stationed permanently at the point where the bureau is 
located. His position would be such as almost certain to en- 
gender antagonism on the part of the shippers or carriers or 
both. . . . No member of the Commission wants to be embar-- 
rassed by the action or advice of an employe at this stage.” 
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As to a provision of S, 942 that a bureau might not appear 
before the Commission to oppose a rate filed by independent 
action, Mr. Aitchison’s comment, in part, was as follows: 


Multiplicity of individual and separate protestants is burdensome 
and unnecessarily expensive to the protestants, when collective repre- 
sentation is feasible, and throws burdens upon opposing parties, shipper 
interveners, and the Commission. .. . 

What the Commission must have is the facts, and when in the 
clash of an open hearing facts are presented to it... it is not par- 
ticularly important from its standpoint whether a bureau, or a com- 
mittee of counsel, or one counsel representing a number of parties, 
adduces them. . . 


It is in the public interest that the Commission should be able to 
have the testimony of those representing rate bureaus in such a matter 
as a problem of classification. 


Mr. Aitchison said the Commission’s judgment was that 
H. R. 2536 afforded a better base than S. 942 on which to 
superimpose any amendments considered to be necessary. 


Rate-Making Not “Simple Proposition” 


M. Aitchison noted that there had been discussion, earlier 
in the hearing, of establishment of rates on steel from the gov- 
ernment-owned plant at Geneva, Utah. He said that as soon as 
steel began to move “on a Geneva rate” from that plant, under 
its operation by private interests on a peacetime basis, the Com- 
mission would hear from steel producers in various other parts 
of the country. Establishment of such a rate was not “a simple 
proposition,” and the last fourth-section proceeding before the 
Commission, dealing with rates on iron and steel, was proof of 
that, he added. Senator Reed commented that it would be im- 
possible to establish steel rates from Geneva without considering 
such rates from Chicago and other steel-producing points, and 
that ‘‘the whole steel industry of the United States will want 
to sit in’—to which Mr. Aitchison added “the water lines on the 
Ohio, Illinois and Mississippi rivers, and the inter-coastal car- 
riers.” 

Senator Wheeler said there was nothing in the law that 
said that railroads should get together and prevent publication 
of a rate by a carrier independently. Mr. Aitchison said that 
under the 1940 act, it was.the duty of the Commission to make 
rates for the carriers as a whole on the basis of uniformity. 

There was nothing to prevent a railroad from filing its rates 
with the Commission directly, said Senator Wheeler. Mr. Aitchi- 
son said there was nothing to prevent the Pennsylvania Railroad 
from filing with the Commission a rate-reduction proposal, to 
take effect on 30 days’ notice, but that rates could be unlawful. 
under the mandates of the Hoch-Smith resolution, if they dis- 
rupted existing rate adjustments. 

The whole complaint of the Department of Justice, said 
Senator Wheeler, was that the carriers got together and had a 
tacit agreement that they would not exercise independent action. 

Minor adjusments and readjustments of rates were one 
thing, and major adjustments were another, said Mr. Aitchison, 
adding that, “whether you like it or not, the Commission is re- 
sponsible for it,” and that if the rate structure was not a good 
one, the Commission was to blame. 

Commissioner Aitchison observed that in the hearings on 
H.R. 2536, as well as in the hearings on S. 942, the statement 
had been reiterated that more than 99 per cent of the rate 
changes filed with the Commission become effective without any 
investigation by government authority. He recalled that a 
Justice Department witness in 1943 had placed before the com- 
mittee an exhibit purporting to substantiate that assertion. Mr. 
Aitchison proceeded to relate that the figures in that exhibit 
were incomplete, that they did not accurately show the char- 
acter of the tariff filings listed, and that confused “rates” and 
“tariffs.” He said he excepted most seriously to the deductions 
drawn from the exhibit. 

Many of the tariff publications were purely routine, effect- 
ing no changes in rates; often a single suspension involved the 
initial suspension of a great many tariffs; and tens of thousands 
of the tariffs filed and enumerated in the Justice Department’s 
exhibit were not subject to suspension, because they were in the 
category of initial schedules or contracts of motor carriers filed 
on or before July 31, 1938, of water common carriers filed prior 
to October 1, 1941, and of freight forwarders filed prior to or 
within 90 days from May 16, 1942, which were immunized from 
the commission’s suspension power under terms of the motor 
carrier, water carrier and forwarder acts, Commissioner Aitchi- 
son said. 

To show the extent to which rate change proposals wete 
dealt with by the Commission, Commissioner Aitchison sub- 
mitted data for 1945, covering filings of tariff publications and 
applications for suspension of rate adjustments. He noted that 
the “watching servi‘e”’ of the Office of Price Administration 
checked the daily mail received in the Commission’s public 
tariff file and noted every tariff publication received which 
effected an increase in a transportation charge. 
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“In the reporting year 1945, the Commission shows 112,158 
tariff publications of all kinds filed; during the comparable 52 
weeks the watching service of the O.P.A. noted and reported 
10,289 of these publications as stating one or more rate in- 
creases,’”’ Commissioner Aitchison stated. “This indicates that 
9.2 per cent of the total filings stated as many as one increase, 
and that 90.8 per cent stated no increase whatever, and either 
represented reductions or made no change in rates. The 9.2 
per cent did not differentiate between proposals for substantial 
increases and those of a nominal character, such as correction 
of typographical errors. . . . Likewise, all increases were re- 
ported, although it might have been apparent from the face 
of the tariff that the rates had been approved or even formally 
required by the commission, after hearing... . 















Protests and Suspensions 


“Protests were filed against 517 rate adjustments. .. . There 
were 1,244 protestants, each signer to a protest being counted. 
Of the protested adjustments (related groups of tariffs being 
considered as adjustments) 322 represented cases where in- 
creases only were involved, as stated in 847 tariff publications; 
146 represented adjustments where reductions only were in- 
volved, as stated in 195 tariffs; 37 adjustments were protested 
wherein both increases and reductions were made, as stated in 
179 tariff publications; and 12 protested filings, relating to 13 
tariffs, which effected neither increases nor reductions. Of the 
total of 10,289 tariffs filed which stated one or more increases, 
1,026 were protested by the O.P.A., or about 10 per cent. The 
Commission suspended 674 of these, 1,026 for formal investiga- 
tion, and secured the withdrawal of or itself rejected an addi- 
tional 55, making 22 per cent of all the protested tariffs that 
were suspended or withdrawn. In the remaining 28 per cent, 
the Commission (through Division 2) was of the opinion on 
the record before it that the justifications submitted did not 
make out a case for suspension, but in some cases, while it 
permitted the rates to become effective, instituted investiga- 
tions as to their legality. 

“A breakdown of the 322 protested adjustments which in- 
volved increases only and 179 which involved both increases and 
reductions, a total of 501, shows that 133 adjustments involving 
477 tariffs were protested by the O.P.A., War Department, or 
other federal government agencies. The federal agencies, includ- 
ing the O.P.A., asked the suspension of but 4.6 per cent of the 
total number of tariff publications filed during the year which 
contained one or more rate increases. The state commissions 
protested 10 adjustments, and these involved 35 tariff publica- 
TIOMe:.... ... 

“It is clear that an average of 9 out of 10 tariff publications 
currently filed represented in their entirety rate reductions, or 
made no change in rates. Less than one-tenth of the total filed 
contained a single rate increase, and we know that a large 
proportion of these contained both increases and reductions... 
of the rate items—running into the thousands—in the less than 
10 per cent of the tariffs which contain increases, a large pro- 
portion of them had received prior scrutiny, either formally or 
informally, by the commission, and had been in terms and 
amounts approved. 


More Nearly 99 Per Cent of Rates Checked 


“Obviously, as far as rate increases are concerned, instead 
of 99 per cent of those which appear in the tariffs filed passing 
into effect without prior investigations by any government 
agency, speaking only of the Commission, the truth is much 
closer to a complete reversal of the fraction which has been 
given, on which so much publicity and on which so much has 
been built. The increases which have not received formal or 
administrative consideration are negligible.” 


Effect of “Hold-the-Line” Policy 

Commissioner Aitchison, observing that question had been 
raised at the hearings as to the trend of freight rates over a 
series of years, referred to reports of the Class I railways for 
the years 1916 to 1945, inclusive, showing that revenue a ton- 
mile had reached a peak of 1.294 cents in 1921, from a low of 
0.719 cent in 1916, and had declined gradually since 1921 to 
0.932 cent in 1942, having risen since that year to 0.933 cent in 
1943, 0.95 in 1944, and 0.96 in 1945. He said he had made a 
special comparative study of 369 carloads carefully selected to 
make as representative a sample as was reasonably possible, for 
the purpose of checking the ton-mile index by a comparison 
eliminating variations in the length of haul, of the relative 
proportions of high and low grade traffic, of mileage variations 
as different routes were used, and the effect of land-grant and 
special government rates under Section 22. This study showed, 
he said, ton-mile revenue for April 1, 1945, of 1.102 cents, com- 
pared with 1.292 for January 1, 1923. 

‘If the stabilization act is considered,’’ he declared, “the 
showing of the general ton-mile revenue, fortified by this special 
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study, the ‘hold-the-line’ policy has been followed during the 
war years. And the long-time trend of the price of transporta- 
tion shown is one which it is difficult for any industry to equal 
except the regulated public service agencies especially consider- 
ing the upward trend of wages and material costs during the 
periods compared.” 

“We’re now getting some truth and sense into the record,” 
commented Senator Reed. 

Commissioner Aitchison next undertook a discussion of the 
width of the ‘zone of reasonableness.” 

“T understand,” he said, “that the testimony has indicated 
a general view that within a zone of reasonableness which is 
of extremely wide scope, all carriers subject to the interstate 
commerce act may initiate rates at will, without let or hin- 
drance, without violating the law, and that the Commission is 
wholly impotent to deal with such cases. Nothing could be 
more incorrect.” 

The doctrine of a wide zone of reasonableness, he said, was 
a hangover from the common law, when carriers were free to 
initiate whatever rates they chose, if. not unreasonably high; 
but, he added, from the beginning of regulation in this country 
this privilege had been progressively lessened by legislation. 

“From start to finish the interstate commerce act restricts 
‘managerial discretion’ and the successive amendments to the 
act have continually lessened the zone of freedom from the bind- 
ing force of regulation,” he added. 

As to many important rate adjustments there was no such 
zone at all, he declared. He asserted that under provisions of 
the act rates had to be “just” as well as “reasonable,” and that 
it would be well to discard the term “zone of reasonableness” 
and substitute therefor the term “zone of lawfulness.” He out- 
lined various provisions of law, including those of Sections 3 and 
4 of the act, by which the carriers were restricted in their initia- 
tion of rates. 

“It (the carrier) may not publish or collect any rate other 
than that which may be prescribed specifically by the Commis- 
sion, in a complaint proceeding on an order for an investigation 
by the Commission on its own motion,” he said, ‘‘and it must 
conform to the maximum or minimum, or maximum and mini- 
mum, prescribed to be charged; and must follow what individual 
or joint classification, regulation, or practice is determined and 
prescribed by the Commission as just, fair, and reasonable to 
be thereafter followed.” 


Rate Relationship Important 


He interpolated that, at its peril, a carrier must always 
make sure that the rates it put in were not unjustly discrimina- 
tory or unduly preferential. He said it was necessary that rates 
on a commodity from one section of the country be related to 
rates on the same commodity from other sections, and Senator 
Reed remarked that there had been an assumption by some 
witnesses that “we can get along without relationships.” Mr. 
Aitchison pointed out that the Commission, under Section 13 of 
the act, had certain jurisdiction over intrastate rates, and Sena- 
tor Reed noted that prior to the transportation act of 1920 the 
Commission could not interfere with such rates. 

“The carrier initiating a change in a rate, either an increase 
or reduction, or a change in classification, or practice,” said 
Mr. Aitchison, “is not free to make it effective at will, even upon 
statutory notice, for the Commission may suspend it for investi- 
gation and require its cancellation, on protest, or on its own 
motion, and the law then places the burden upon the carrier to 
show that the proposed rate, whether an increase or reduction, 
is just and reasonable.” 

In addition to being bound by statutory restrictions, car- 
riers desiring to modify their rates were bound by “almost 
myriad” Commission orders, he .continued. He noted that, since 
early in 1920, Commission orders might run until suspended or 
until set aside, and that they were customarily made indefinite 
in time. 

Here Senator Reed observed that prior to 1920 the orders 
of the Commission had run for two years. He wondered if it 
was cumbersome for the commission to modify existing orders, 
now that orders were “running” indefinitely. Mr. Aitchison said 
the present practice had some disadvantage, after stating that 
a study had been made a few years ago by the late Examiner 
Koebel to show what orders had “run out” and that, by consent 
or for cause shown, the Commission had lifted many of its 
orders. 

“Very frankly,” said Mr. Aitchison, “I have had in mind 
that we ought to exercise more ‘just’ discrimination and make 
our orders run for a definite period—two years is too short a 
period—and, after that, control them by our power to suspend. 
... That’s one of the things we haven’t gotten around to... .” 


Other Rate-Making Limitations 


Not alone was the carrier in the initiation of its own rates 
closely bound, but many of the statutory directions were equally 
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binding on the Commission—such as the rule of rate-making 
in Section 15A, the declaration of the national transportation 
policy, and the Hoch-Smith resolution—and the carrier also 
must respect these directions in making its rates, said Mr. 
Aitchison. 

“Practically,” he continued, ‘“‘with respect to all the impor- 
tant commodities, and recently as to class rates, the adjustment 
has been made so precise that in practice there remains little, 
often no room for the flexible operation of judgment on the 
part of the carrier rate-maker. He must conform to what the 
Commission has found; if he wants to use a different basis, he 
must obtain the Commission’s approval. A vast proportion of 
the remainder of the rate structure changes, upward or down- 
ward, are initiated only after securing the approval of the Com- 
mission. Practically, the floor and ceiling, because of operation 
of the interstate commerce act, have come very close together. 


“From the standpoint of economic theory, which the Com- 
mission has translated into practicality in its decisions as to 
minimum rates, fourth-section relief, etc., the question which 
confronts the carrier rate-maker is one of distribution of joint 
costs. .. . There is no mathematical or uniform formula which 
defines the zone within which the rate maker is free to act. 
It must vary with the commodity, with the volume of traffic of 
the particular shipper, and the nature and volume of his com- 
petitor’s business, and from time to time. Great Britain under- 
took to formularize the zone for free action in its sweeping rate 
adjustment of 1928, but it soon broke down. Where the play of 
competition has brought all the competitors to approximately 
the same level, and where traffic is already dense, a very slight 
change in the rates of one carrier might prove to be hazardous 
to the welfare of all, and impair their collective and individual 
ability to conform to the demands of the national transportation 
policy. On the other hand, where traffic is sparse and competi- 
tion is keen, reductions of wider character may safely be made 
for the purpose of developing added business. There is no uni- 
versal rule. 

“In the recklessness of unbridled competition there is the 
potentiality of disaster.” 


“Protection” of Industries 


Senator Wheeler maintained that the fact that there were 
limitations of law and I.C.C. orders on the zone of freedom for 
initiation of rates did not prevent any carrier from going to the 
Commission, rather than to some carrier bureau or association, 
for approval of its rate proposal. An individual carrier should 
not have to “take orders from somebody in Chicago... or be 
coerced by a combination because his rate proposal affected 
U. S. Steel or some furniture outfit in Grand Rapids,” the 
senator maintained. 

Conceivably there was a possibility that U. S. Steel ought 
to be protected, said Mr. Aitchison. It ought not to be protected 
as a monopoly, because that was contrary to democratic prin- 
ciples, Senator Wheeler maintained. Commissioner Aitchison 
said he submitted that ‘‘great and small” were entitled to what- 
ever protection they were lawfully entitled to under the act. 

The complaint was, said Senator Wheeler, that the large 
industries had prevented small ones from getting started, by 
obtaining rate advantages for themselves. He added that the 
Commission had not been set up for the purpose of protecting 
monopoly, but to protect the public, and that, if it took any 
other view, it was a wrong view. 

Senator Hawkes, of New Jersey, said he understood Mr. 
Aitchison to mean that it was the Commission’s duty to give the 
same fair treatment to any corporation, large or small. He said 
the Justice Department’s contention was that large corporations 
had power to defeat establishment of fair rates for small com- 
petitors. Mr. Aitchison remarked that he had shown how, from 
the beginning of regulation, the word “just” always was tied to 
the word “reasonable,” with reference to rates. 


Diversion of Traffic 


There followed a discussion of whether railroads could en- 
gage in diversion of traffic from connecting lines, in “reprisal” 
for the taking of independent action by any of such lines. 
Senator Wheeler averred that it would be very difficult to prove 
that a railroad was diverting traffic from another. 

Mr. Aitchison said he recalled statements made earlier in 
the hearing as to a complaint of the Chicago Great Western 
and noted that Luther Walter, ‘‘a man of highest courage and 
professional skill,” had been a trustee of that road. Mr. Aitchi- 
son said it was inconceivable to him that Mr. Walter would be 
abashed and deterred from exercising a legal right if he felt it 
his duty to do so, or that the court by which he had been 
appointed would not exercise its contempt power to see that 
an officer appointed by it was not intimidated. 

“It might not be intimidation,” said Senator Wheeler. 

Senator Reed said he agreed that it would be very difficult 
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to establish whether a carrier was discriminating against a con- 
necting carrier in routing of traffic not routed by shippers. 

Mr. Aitchison said he had had a check made of 800 con- 
secutive waybills, and that only 15 of them had shown “agents 
routing’—routing of the shipment by the originating carrier. 
He agreed with Senator Hawkes that this did not mean that 
all the other shipments were routed by the shippers, but that, 
as to some of them, the originating road would “let nature take 
its course.”’ Mr. Aitchison said that if there was any distinction 
in rates as between connecting carriers, the originating carrier 
was required to ship over the route that gave the cheapest com- 
bination of rates. 

The allegation that the reserved right of independent action 
by an aggressive competing railroad wasn’t likely to be exercised 
because it would be deterred by threatened reprisals, the com- 
missioner said, overlooked the governing provisions of the act 
and the remedies given to carriers damaged by unlawful dis- 
crimination between connecting carriers in respect of unrouted 
traffic. He noted that, in wartime, the railroads had been re- 
quired to disregard routing instructions so as to move all traffic 
by the most direct, economical and available route, “which may 
at times be a very circuitous one.” 


Water Carriers’ Immunity 


In discussion of his assertion that the water carrier agree- 
ments that were exempt from anti-trust under the shipping act 
of 1916 included domestic carrier agreements and were not 
limited to agreements as to foreign commerce, Commissioner 
Aitchison said that, after enactment of Part III of the interstate 
commerce act in 1940, the Maritime Commission had transferred 
to the 1.C.C. 1,046 agreements to which water carriers subject 
in Part III were parties. Of this number, he added, 439 remained 
in effect, of which 390 were trans-shipping agreements between 
coastwise and intercoastal and foreign carriers, 41 were between 
coastwise and intercoastal carriers, and eight were conference 
or bureau procedure agreements of domestic carriers. 

Senator Wheeler observed that Mr. Aitchison had stated in 
the House committee hearings on H.R. 2536 that the Commission 
had reported cases of carrier conference coercion to the Justice 
Department. He wanted to .know particulars of those cases. 
Mr. Aitchison said that one of the cases so referred involved 
the Southern Motor Carriers Rate Conference, of Atlanta, Ga.; 
that the Commission regarded the by-laws of the conference as 
in direct violation of the anti-trust laws; that the director of 
the Commission’s Bureau of Motor Carriers was advised to 
notify Edgar Watkins, Jr., manager of the conference, of re- 
ferral of the matter to the Justice Department; that the Com- 
mission had been advised of “coercion” of a member of the con- 
ference by exclusion from the conference; that the by-laws 
had been revised and the “excluded” member had been taken 
back, and that Mr. Watkins, at all times alleged anti-trust law 
violations were called to his attention, had expressed a sjncere 
desire to comply with the spirit as well as the letter of the law. 
Another case referred by the Commission to the Justice Depart- 
ment, the committee was told, was the Denver case, in which 
certain motor carriers and rate bureau officials were indicted 
but later acquitted. 

Asked by the Chairman Wheeler whether the Commission 
felt that there could be economic as well as physical coercion 
on individual carriers, Mr. Aitchison observed that putting a 
member out of an association might be regarded as economic 
coercion, but Senator Wheeler thought it was more on the 
“physical” side. Mr. Aitchison declared that it was the Com- 
mission’s position that the fact that a rate had been established 
by concert of action did not prove the rate unreasonable. 


Present Need for Legislation 


Concluding his presentation, Mr. Aitchison recalled that the 
late Commissioner Eastman, in his testimony in 1943 on S. 942, 
had urged that the status of carrier rate organizations .under the 
Sherman act be clarified, and that “it might as well be now.” 

“There is more imperative need for clarification now,” said 
Mr. Aitchison, “than when Mr. Eastman testified three years 
ago. ... The life of certificate No. 44 and the regulations of the 
Commission which accompany it will expire at the end of this 
month. The uncertainty as to what will then occur has not been 
resolved by the testimony produced here at great length, and 
the lapse of time has increased the uncertainty to the point 
where its continuance will be a menace to commerce. 

“We agree with Mr. Eastman that these rate organizations 
have not been free from abuses, and that these abuses should be 
corrected, and the associations should then be permitted to func- 
tion as aids to commerce without the recurrent threat of prose 
cutions. If the bill before Congress can becéme the instrument 
for correction of abuses and legalizing beyond doubt the proper 
functioning of these necessary associations, the time and effort 
consumed in these hearings will be well spent... . 

“The power of the federal government to regulate commerce 
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between the states is lodged in congress, not in the judiciary. 
As an agency of Congress, charged with grave responsibilities 
in the carrying out of the legislatively announced national trans- 
portation policy, under its duty to make recommendations as to 
legislation, the Commission recommends that the bill pass with 
the amendments it has suggested, and any other amendments 
that the hearing may have clearly indicated should be made in 
order to better effectuate its broad purpose.” 


Buford on A. A. R. Activities 


Testimony on April 25 by C. H. Buford, executive vice- 
president of the Milwaukee since his recent departure from the 
office of vice-president, operations and maintenance, of the 
Association of American Railroads, dealt with a wide variety 
of activities for peacetime and wartime improvement of rail 
transportation service in which Mr. Buford said the A. A. R. 
was engaged. 

Mr. Buford’s presentation led Senator Hawkes (a former 
president of the U. S. Chamber of Commerce) to express praise 
of the “job” the railroads had done and criticism of ‘“harrass- 
ment of trade associations by the department. He said he 
felt sure that if Senator Wheeler were governor of Montana 
and came before the committee to “make as much noise as 
the governor of Georgia” Senator Wheeler would bring along 
at least a dozen shippers who would support his contentions. 
Absence of shipper opposition to H. R. 2536, said Senator 
Hawkes, was in his opinion “one of the weakest links in the 
fight on this bill.” 

Mr. Buford defended the work of the A. A. R. Freight 
Claim Division, observing that one of its functions was the ap- 
portionment of claims among railroads participating in trans- 
portation. 

Earlier in the hearing, K. D. Loos, of Washington, D. C., 
in a rebuttal statement on behalf of the transportation commit- 
tee of the National Council of Farmer Cooperatives, said it 
would be unwise to prevent joint consideration of claim mat- 
ters by carriers; that the Freight Claim Division’s review bu- 
reau had greatly reduced, if not entirely eliminated, “any op- 
portunity for perishable claim rackets,” and that, if the bureau 
were discontinued, there would be danger that some carriers 
in competing for traffic might pass improper claims submitted 
by some shippers. 

When Senator Wheeler addressed to Mr. Buford questions 
as to whether there were any reasons why the A. A. R. should 
not file reports with the Commission or why the Commission 
should not inspect records and minutes of the A. A. R., J. Car- 
ter Fort, general counsel of the A. A. R., arose to state that the 
association never had refused the Commission access to its 
records and had no objection to inspection of its records by 
the Commission “as a matter of right.” 


INVESTIGATION OF U. S. AGENCIES 


Representative LaFollette, of Indiana, has introduced H. R. 
6159, a bill to provide for independent examinations and investi- 
gation of government administrative efficiency by an Office of 
Administrative Efficiency. Such an agency as the Interstate 
Commerce Commission would be covered by the proposed 
legislation. The director of the office would investigate all mat- 
ters relating to the efficient and economical operation of the 
federal departments and establishments and would report to 
Congress with recommendations. The bili was referred to the 
committee on expenditures in the executive departments. 


RAIL EMPLOYES’ BENEFIT BILL 


Representative Neely, of West Virginia, has submitted to 
the House a motion signed by 218 members of the House ask- 
ing that the House committee on interstate and foreign com- 
merce be discharged from consideration of H. R. 1362, the bill 
amending the railroad retirement and unemployment insurance 
acts to increase benefits to railroad employes thereunder. The 
committee now has before it a report of a subcommittee on 
the bill, and has ordered a report on the bill (see Traffic World, 
April 20, p. 1216). 

The motion, to be effective, must be adopted by the House. 
Tentative plans have been made to have the motion considered 
by the House May 13. In the meantime, it is pointed out, the 
committee may report the bill to the House, though not as 
introduced. 

The action taken by Mr. Neely was commended by A. E. 
Lyon, executive secretary of the Railway Labor Executives’ 
Association, who dwelt on the fact that the bill was introduced 
in January, 1945, and that hearings were concluded approxi- 
mately a year ago. 


PASSENGER VESSEL LISTS 
Representative Bradley, of Michigan, has introduced H. R. 
6148, a bill providing that, notwithstanding any provision of 
law to the contrary, no collector of customs shall require the 
master or owner of a vessel arriving, otherwise than by sea, at 
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Wheeler Proposes Establishment 
of Federal Traffic Bureau 


Making of contracts for transportation of traffic of all 
government departments, agencies or corporations, 
together with routing, auditing and checking of freight 
bills, filing of claims and collection of overcharges 
would be centered in one agency, headed by a direc- 
tor whose salary would be $12,000 a year, under pro- 
visions of bill introduced by Senate interstate com- 
merce committee chairman 
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A Federal Traffic Bureau by which matters relating to 
transportation services performed by railroads or other types 
of carriers for federal government departments, agencies or 
corporations would be handled would be established under pro 
visions of S. 2088, a bill introduced by Senator Wheeler, of 
Montana, chairman of the Senate interstate commerce com. 
mittee. 

Under terms of the bill, there would be transferred to the 
Federal Traffic Bureau all of the powers, duties and respon- 
sibilities of all departments and agencies of the government, 
including corporations all or substantially all of whose stock 
was owned or held by or for the United States, with respect 
to the following matters: 

(1) The negotiation and making of all contracts for the 
transportation of government traffic; (2) the routing, diversion, 
or reconsignment of government shipments; (3) the represen- 
tation of the United States in all proceedings before adminis- 
trative tribunals relating to matters within jurisdiction of the 
proposed bureau; (4) the checking, auditing, revision, and 
verification of bills for transportation charges for government 
shipments, and (5) the filing and prosecution of claims, actions, 
suits, or proceedings for recovery of overcharges or unrea- 
sonable charges for transportation of government shipments, 
or for loss of, damage to, or delay in government shipments. 

The bureau, under Senator Wheeler’s bill, would be headed 
by a director who would be nominated by the President and 
confirmed by the Senate, and whose salary would be $12,000 a 
year. In his term of office, he would be prohibited from hav- 
ing any pecuniary interest in or own any stock or bonds of 
any carrier or any person, firm, or corporation owning or con- 
trolling any carrier. 


Origin of Legislation 


Senator Wheeler’s interest in legislation of this character 
arose after presentation of testimony by witnesses from the 
General Accounting Office, in hearings in 1943 on S. 942, his 
so-called rate-bureau regulation bill, to the effect that the gov- 
ernment was being overcharged on many of its shipments, in 
one instance by according to poultry wire a rating higher than 
that normally accorded that commodity, because of its being 
described as “camouflage netting.” 

Further interest by Senator Wheeler in establishment of a 
Federal Traffic Bureau was aroused by information in a report 
prepared for him, at his request, by the Bureau of the Budget, 
including the advice that the War Department had paid and 
was paying excessive freight charges on many of its shipments. 
The bill he has now introduced would have the effect of placing 
within one agency the duties and functions of transportation 
directors, bureaus or divisions of the Agriculture, War, and 
Navy Departments, and of the Treasury Department’s Procure- 
ment Division, and of various independent agencies and govern- 
ment corporations. 



























































































Text of Bill 
The text of the bill follows: 


Be it enacted by the Senate and House of Representatives of the} 
United States of America in Congress assembled, That this act may be} 
cited as the ‘‘Federal Traffic Bureau Act.’’ 


Definitions 


ticular 1 

(2) | 
) Cluding 
charges 

(3) | 
fof trans 
carrier ¢ 


Sec. 2. As used in this act unless the context otherwise requires— Pf the re 

(1) the term ‘‘United States’’ means the United States government insofar 
or any officer, department, or agency thereof (including a corporation factya) o 
all or substantially all of whose capital stock is owned or held by any sucl 
or for the United States) ; ment, fc 

(2) the term ‘“‘carrier’? means any transportation agency subjed freasonal 
to regulation under any part of the interstate commerce act, a5 §(3) as t 
amended, or under the civil aeronautics act of 1938, as amended, the relating 
merchant marine act of 1936, as amended, the shipping act of 1916, 
as amended, the intercoastal shipping act of 1933, as amended; 

(3) the term ‘‘adrhinistrative tribunal’’ means the Interstate Com- 
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merce Commission, the Civil Aeronautics Board, the Maritime Commis- 
sion, and any other administrative agency now or hereafter constituted 
with power to regulate the rates, charges, practices, rules, or regu- 
Jations of carriers; 

(4) the term ‘‘government traffic’ or ‘‘government shipment’’ means 
one or more shipments of property by any mode of transportation to, 
from, by, or for the account of, the United States; 

(5) the term ‘‘tariff’’ means any tariff, schedule or classification, 
and any revision, or amendment thereof, or supplement thereto filed 
by any carrier, with any administrative tribunal, naming or affecting 
rates, ratings, charges, classifications, rules, regulations, or practices 
for the transportation of property; 

(6) the term ‘‘bureau’’ means the Federal Traffic Bureau established 
under section 3; and 

(7) the term ‘‘director’’ means the director of the Federal Traffic 
Bureau. 

Sec. 3. There is hereby established an agency of the United States 
to be designated as the Federal Traffic Bureau to which bureau there 
are hereby transferred all of the powers, duties, and responsibilities 
of all departments and agencies of the. government (including corpora- 
tions all or substantially all of whose capital stock is owned or held 
by or for the United States), with respect to the following matters, 
which are hereby vested exclusively in said bureau— 

(1) the negotiation and making of all contracts for the transpor- 
tation of government traffic; 

(2) the routing, diversion, or reconsignment of government ship- 
ments; 

(3) the representation of the United States in all proceedings before 
administrative tribunals relating to matters within the jurisdiction of 
the bureau; 

(4) the checking, auditing, revision, and verification of bills for 
transportation charges for government shipments; and 

(5) the filing and prosecution of claims, actions, suits, or proceed- 
ings for recovery of overcharges or unreasonable charges for trans- 
portation of government shipments, or for loss of, damage to, or delay 
in government shipments. 


Sec. 4. (a) The bureau shall be administered by a director to be 
appointed by the President, by and with the advice and consent of the 
Senate, who shall serve during good behavior and shall receive an 
annual salary of $12,000. The director shall be a citizen of the United 
States and, during his term of office, shall have no pecuniary interest in 
or own any stock or bonds of any carrier or any person, firm, or cor- 
poration owning or controlling any carrier. 


(b) The director shall, without regard to the civil-service laws, 
appoint and prescribe the duties of a general counsel, such assistant 
directors as may be necessary, a secretary for the director, a secretary 
for such general counsel, and assistant directors, and a secretary for 
each of such. Subject to the provisions of the civil-service laws, the 
director shall appoint, and shall prescribe the duties of such other 
officers and employes as he shall deem necessary in exercising and 
performing his powers and duties. The compensation of all officers and 
employes appointed by the director shall be fixed in accordance with 
the classification act of 1923, as amended. 


(c) The director may, from time to time, without regard to the 
provisions of the civil-service laws, engage for temporary service such 
duly qualified experts, consulting engineers or agencies, or other quali- 
fied persons, as are necessary in the exercise or performance of the 
powers and duties vested in him, and shall fix their compensation 
without regard to the classification act of 1923, as amended. 


(d) Within sixty days after the appointment and qualification of 
the director, every officer, department, and agency of the government 
(including a corporation all or substantially all of whose capital stock 
is owned or held by or for the United States), heretofore exercising 
or performing any of the powers, duties, and responsibilities herein 
transferred to the bureau, shall list upon forms to be prescribed by 
the director, all officers and employes in such department, agency, or 
corporation, and all property, including office equipment and official 
records, employed in the exercise and performance of the aforesaid 
powers and duties, and thereafter there shall be transferred from such 
reporting department, agency, or corporation to the bureau such of the 
officers, employes, property, including office equipment and official rec- 
ords, as shall be found by the President and specified by executive order 
to be necessary for the efficient and prompt performance of the powers 
and duties of the bureau as herein vested. 


Sec. 5. The bureau is authorized and directed continuously to in- 
vestigate and ascertain the facilities equipment, instrumentalities, 
routes, and services of all carriers with respect to the availability for 
utilization thereof for the transportation of government shipments, and 
by general or special instructions or routing guides, shall supervise and 
direct the selection of the carrier or carriers and the route or routes 
for the transportation of all government shipments, by all consignors 


| thereof, subject to the following considerations to control in the order 


named: 
(1) The quality of the transportation service required for the par- 


| ticular type or class of government shipment involved. 


(2) The over-all cost of the transportation to the government, in- 


cluding incidental and accessorial expenses as well as transportation 
)charges paid the carrier. 


may bef 
fof transportation and all carriers in accordance with their respective 


(3) The fair, impartial, and equitable distribution among all modes 


carrier capacities. 


Sec. 6. It shall be the duty of the bureau continuously to investigate 
the justness and reasonableness of all present and proposed tariffs 
Insofar as they shall relate to or concern, directly or indirectly, any 
actual or potential government traffic and to negotiate and contract with 
any such carrier: (1) For any change in any tariff; (2) for the establish- 
ment, for such period of time as may be agreed upon, of other just and 
Teasonable tariffs for the transportation of government traffic; and 
(3) as to the form, terms and conditions of, and rules and regulations 
relating to, bills of lading and other billing papers or transportation 
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documents covering or pertaining to the transportation of government 
traffic. 

Sec. 7. The bureau, as the sole representative of the United States, 
shall be empowered to institute, or to intervene or participate in, any 
formal or informal proceeding relating to any matter within the juris- 
diction of the bureau, before any administrative tribunal, and to make 
such representations and introduce such evidence therein as the bureau 
shall deem to be proper and necessary, and to file any petition or 
complaint with any such administrative tribunal as the bureau shall 
deem proper or necessary in the interest of the United States. 

Sec. 8. The bureau shall receive, audit, check, and verify all bills 
against the United States for the transportation of government ship- 
ments and shall certify the correctness of such charges in writing upon 
the face thereof and such certification shall be final and binding upon 
all executive and administrative officers of the United States except as 
the same thereafter may be amended, corrected, or set aside by the 
director, by any court, or by any competent administrative or other 
governmental tribunal. 

Sec. 9. The director may, from time to time, in his discretion. 
establish regional, local, departmental, or agency branch offices, and 
may delegate and assign to such offices such powers, duties, and re- 
sponsibilities as he shall determine; but in every such case, the officers 
and employes of such branch offices shall be subject to and report to the 
director, insofar as their duties relate to the exercise of such powers, 
duties, and responsibilities. 

Sec. 10. (a) The director is authorized and empowered to sue, for 
and in behalf of the United States, in any court or before any compe- 
tent tribunal, for the recovery of any unlawful, unjust, or unreasonable 
charge theretofore paid by the United States for the transportation of 
government shipments, and for damages resulting from loss, injury, or 
delay thereto, or for the enforcement or for the breach of any contract 
relating to such charge or such transportation. 

(b) Any carrier is authorized to sue the director, as the representa- 
tive of the United States, in any district court of the United States in 
which district such carrier maintains a principal office or in which the 
bureau maintains a principal or branch office for all unpaid charges for 
the transportation of government shipments, or to enforce, or for the 
breach of, any contract made pursuant to this act with said bureau. 

(c) It shall be the duty of any district attorney of the United States, 
under the direction of the Attorney General of the United States, upon 
application of the director, to institute or defend any action. suit, or 
proceeding described in this section, except proceedings before an 
administrative tribunal. 

(d) All actions and suits against the director under the provisions 
of subsection (b) shall be begun within two years from the date the 
cause of: action accrued, or within two years from the date of enact- 
ment of this act, whichever date is the later. 

Sec. 11. On or before the 3d day of January of each calendar year, 
the director shall transmit to the Congress a report containing informa- 
tion with respect to all activities of the bureau during the preceding 
calendar year and such information and data as may be considered of 
value in the determination of questions connected with the transporta- 
tion of government shipments together with such recommendations as 
to additional legislation relating thereto as the director may deem 
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Illinois Traffic League 77 244 
Answer to Lea Inquiry CY 


The Illinois Territory Industrial Traffic League, on April 
16, submitted_its reply to the national transportation inquiry 
being conducted by the House interstate and foreign commerce 
commission. The league in its reply advocated a single fed- 
eral regulatory agency; exemotion of all tynes of common car- 
riers from the application of the anti-trust statute; that fed- 
eral regulatory agencies should not be given power to promote 
activities of common carriers; that rate differentials are neither 
desirable nor necessary; that coordination or integration of 
carriers of different types ought not to be required by specific 
statutory authority; opposition to restrictions which interfere 
with the free flow of commerce throughout the nation; that the 
Commission should have no power to prescribe minimum or 
specific rates; and that reports of the Commission should con- 
tain findings of fact, and that all its decisions should be sub- 
ject to apneal to the courts. 

The league consists of “representatives of industries, com- 
mercial and trade organizations located within the state of 
Tilinois. the southern portion of Wisconsin. and border cities 
located in Iowa, Missouri and Indiana.” and represents several 
thousand shippers and receivers of freight and users of trans- 
portation. 


In a preface to its reply, the league stated: 


Our reply is based upon a firm belief that the nation will be best 
served by a system of transportation, privately owned and operated, 
with competition as the motivating force to bring about desired im- 
provements. We favor the greatest degree of freedom by management 
and are firmly convinced that the public can best be served by only 
such regulation as is necessary to provide adequate and efficient service 
at reasonable and non-discriminatory rates. Provisions to prevent un- 
fair and unreasonable competitive practices must, of course, be pre- 
served. However, if the inherent advantages of each mode of trans- 
portation are to be preserved to the public, arbitrary relationships or 
differentials under which traffic is allocated between the several modes 
of transportation by a governmental agency cannot be permitted. Rates 
must be based upon the circumstances and conditions surrounding the 
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operations of each type of carrier and close observance to the cost of 
transportation must be the primary factor in determining the measure 
of the rate if the public is to enjoy the inherent advantages and econ- 
omies of each mode of transportation. So-called ‘‘scientific’’ rate struc- 
tures based upon mathematical formulae are neither desirable nor 
practical. Furthermore, transportation should not be regarded or 
treated as a means for social or economic experiments, Basically it 
must always be borne in mind that carriers are here to serve the 
public and that their services and charges should be made to fit the 
needs of industry. Rates must be so made that the commerce of the 
country will move freely. 


° Is a National Policy 


The league said it disagreed with the statement “that we 
have no national transportation policy,” calling attention to the 
statement of policy applicable to surface carriers which opens 
the interstate commerce act, and adding: 


The only addition we would make to the present declaration of 
policy is: (a) a statement to the effect that the public would be best 
served by a national transportation system privately owned and oper- 
ated, and (b) that the obligation of the carrier under its line haul rate 
requires one placement of the car at a convenient place for loading and 
one placement at a convenient place for unloading. 


Single Commission Favored 


To the question, should federal regulation be conducted by 
a single commission, the league concludes “that a more efficient 
national system of transportation would result if all carriers 
are regulated by one agency,” a reorganized Interstate Com- 
merce Commission. 

“Even though the Commission’s jurisdiction is extended to 
air carriers, it should be permitted to plan for itself the form 
and manner of international organization necessary to ac- 
complish the best results,” stated the league, adding: 


If subsequent developments indicate that some change is necessary 
to bring administration in harmony with the declared policy of pre- 
serving a competitive system of transportation under private enterprise, 
and by which the public will be given the inherent advantages of each 
form of transportation, the act can be amended so as to better accomp- 
lish this result. 


It was further recommended that the tenure of office of 
commissioners should be substantially increased beyond the 
present seven year period, and that their salaries be substan- 
tially increased. 


For Bullwinkle Bill 


“All types of common carriers should be exempt from the 
application of the anti-trust statute to the extent provided for 
in the Bulwinkle bill, with amendments recommended by the 
a Industrial Traffic League,” declared the [Illinois 

eague. 


The league answered in the negative the question, should 
federal government agencies be given powers to promote ac- 
tivities of common carriers? It was argued that “improvements 
and developments should rest with management of the indi- 
vidual carriers, and competition if allowed to operate will re- 
sult in a better and more efficient transportation system than 
one developed and promoted by regulatory agencies.” 


Opposes Rate Differentials 


On the subject of differentials in rates between different 
types of carriers, the league stated: 


When differentials are used to fix rates of the different types of 
earriers they are likely to result in a method of distributing traffic 
between the different types, thereby depriving the public of the inher- 
ent advantages and economies of each mode of transportation. ... 
Rates for each type of carrier shall be stated specifically to cover the 
services. performed by such carrier than in terms of differentials. The 
establishment of differentials or differences in rates on any basis other 
than that representing differences in services and cost deny to the 
public the advantages of each mode of transportation and place the 
regulatory authority in a position of allocating the traffic between the 
different types of carriers. 


Coordination and Integration 


“While coordination and the joint use of the different 
modes of transport in a national transportation system are de- 
sirable, they ought not to be required by specific statutory 
authority nor should the Commission be given power to require 
such joint use of facilities. Coordination should, however, be 
encouraged by the elimination of any statutory provision or 
administrative interpretation which restricts the voluntary co- 
operation between carriers of different types,” said the league. 

It expressed the same view in connection with consolida- 
tions, adding that “all consolidations should be subject to ap- 
proval by the Commission under proper safeguards set up by 
Congress to avoid any undue restraint upon competition. The 
action of the carriers should be voluntary and should not be 
required under some prearranged plan or formula.” 

The league suggested that it be provided specifically that 
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the Commission ‘may allow the ownership and operation of 
one mode of transportation by another with safeguards pro- 
vided in section 5 paragraph (16) of the interstate commerce 
act whenever it finds that such ownership and operation is in 
the public interest and competition is preserved.” 


Interstate Barriers 


In opposing interstate barriers to commerce, the Illinois 
league specifically mentioned “such state laws and regulations 
affecting full crews, lengths of freight trains, arbirtary restric- 
tions on lengths and weights of motor vehicles not required by 
safety consideration.” 

The league favored the establishment by the federal gov- 
ernment of minimum highway standards over arterial highways 
largely utilized by interstate motor vehicles; reciprocity be- 
tween the states in matters of highway transportation; and 
federal regulation of air carriers. 


Suggests Two Amendments 


In closing, the league recommended two amendments to 
the interstate commerce act: One, to provide that the Commis- 
sion shall have no power to prescribe minimum or specific rates 
for any carrier or type of carrier for the purpose of allocating 
traffic between carriers, and that it have no authority to disap- 
prove rates proposed by any carriers on grounds that such rates 
are below a minimum reasonable basis; and two, to provide that 
each report of the Commission in formal proceedings should 
contain adequate findings of fact based upon the evidence in 
record, and to provide that all decisions of the Commission in 
formal proceedings be subject to review by the appropriate 
a courts upon appeal by parties to the proceedings in- 
volve 






























Committee’s “Air Treaty” Report 
Stirs Debate in Senate 


Long debate on questions relating to participation by Amer- 
iean-flag airlines in international aviation was precipitated in 
the Senate by the presentation by Senator Overton, of Louisi- 
ana, on behalf of the Senate commerce committee, of a com- 
mittee resolution and report propounding the view that interna- 
tional aviation agreements between the United States and other 
countries should be in the form of treaties, subject to ratification 
by the Senate, rather than in the form of executive agreements, 
made effective without congressional approval (see Traffic 
World, April 20, p. 1219). 

In its report. the committee said that within the last two 
vears there had been negotiated the so-called Chicago agree- 
ments in relation to aviation activities beyond the bounds of 
the United States, and that more recently there had been pre- 
cented to the committee, “for its information.” by the State 
Yevartment. the so-called Bermuda agreement with the United 
Kingdom, “although accompanied by the contention that the 
executive department had power to negotiate this agreement 
under the terms of the civil aeronautics act of 1938, with amend- 
ments thereto, without reference to the Congress.” 


The committee said it proposed the objective set forth in 
a proposal that any foreign airline seeking to engage in air 
transportation to or from the United States must prove that 
such operation would be in the public interest as provided in 
the civil aeronautics act, except where such rights had been 
conferred by treaty between governments. However, it said, it 
believed that legislation on this subject was unnecessary, ‘“‘since 
any executive agreements which purport to oust the Civil 
Aeronautics Board of its responsibility and discretion to deter- 
mine and transmit to the President its findings as to whether 
operation by a particular foreign-flag airline to the United 
States would be in the public interest, are patently illegal.” 


“Under the recent agreements with Great Britain and 
France.” the committee said. “British and French air carriers 
respectively are granted rights to operate certain commercial 
air transport services to and through the United States. These 
agreements contemplate that if there is to be any application 
to and hearing before the Civil Aeronautics Board. the hearing 
is to be a pure formality, with its outcome predetermined. The 
position which has been taken before the committee is that 
where such an agreement has been made the question of public 
interest has been conclusively determined by the executive 
branch of the government. Such a contention conflicts with the 
plain language of section 402 of the act... .” 

Those who favored a policy that the extent of foreign-flag 
operations to, from and through the United States should be 
left for the State Department to determine by secret negotiated 
executive agreements with foreign countries, said the committee. 
should “propose changes in the law which would eliminate the 
jurisdiction and responsibility which the (Civil Aeronautics) 
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Board now has under section 402 and vest these in the Depart- 
ment of State.’’ It said it had concluded, by a vote of 17 to 1 
of its members, that both the International Air Transport Agree- 
ment executed at Chicago and the bilateral executive agree- 
ments granting commercial air transport rights were not only 
illegal but in many respects prejudicial to the best interests 
of American transportation—surface as well as air. 

After Senator Overton had obtained unanimous consent of 
the Senate for the printing of the committee resolution and 
report as a Senate document, Senator Lucas, of Illinois, objected, 
saying that he did not think any committee should “take steps 
to have a document go out to the country in such a way as to 
give the impression that it expresses the opinion of the Senate 
of the United States.” Senator Barkley, of Kentucky, explain- 
ing that he had been absent from the Senate chamber when 
the unanimous consent request was granted, said he would 
have objected to the printing of the committee report as a 
Senate document because, to the general public that received 
it, it carried, in his opinion, the implication of being approved 
by and issued by the U. S. Senate. Subsequently, Senator Over- 
ton said he had no objection to a proposal by Senator O’Mahoney, 
of Wyoming, that there be printed on the flyleaf of the com- 
mittee report the statement that “This document is printed 
solely as an expression of the opinion of the Committee on 
Commerce, and is not to be regarded as the action of the Senate.” 

Senator Brewster, of Maine, called attention to a published 
report that Trans-World Airways (T.W.A) had obtained ex- 
clusive partnership rights in Italy’s new civil air line, and 
thereby had upset a secret agreement under which Great Britain 
and the United States were to have shared in the operation. 
He said the T.W.A. agreement gave it exclusive rights for a 
10-year period for development of aviation in Italy. He ex- 
pressed concern over Russian reaction to Anglo-American 
attempts to partition Italian aviation between themselves. 

The Russians, he said, stayed away from the international 
aviation conference held in Chicago and, up until last month, 
had not indicated what they would do, Senator Brewster said. 

“But within the past two weeks the Russians have suddenly 
moved,” he continued. “They have announced .. . that they 
propose to have a hand in aviation. They announced that they 
were instituting a five-year program to establish 108,000 miles 
of air routes. They did not indicate whether their program was 
to be domestic or foreign. . . . But they did very definitely indi- 
cate that they were interested in aviation in a major way. 
It is interesting to note that 108,000 miles of routes is the 
precise mileage which Britain and the United States now claim 
under the Bermuda agreement. 

“Three days ago the Russians announced that they were 
establishing air lines to various capitals in central Europe. ... 
Up to the present time we have been unable to operate our 
air lines through central Europe, the Balkans, and Constanti- 
nople, because of Russian objection .. .” 

Senator Brewster said the American people should realize 
that “American overseas aviation is not at all in the favored 
position in which we have viewed it, but that—unless prompt 
action is taken—it may very well be that the British will utterly 
eclipse us in that field.” 

Senator Barkley said that he “certainly” did not take the 
position that the executive department could not enter into 
executive agreements, and that it seemed to him that the 
United States government would be woefully handicapped if 
all agreements and arrangements into which it had entered 
had to come before the Senate as treaties. 

Senator Brewster referred to a report that, he said, signi- 
fied that Britain was entirely prepared within the next year, 
with engines now in production, to launch for north Atlantic 
transport service airplanes that would “utterly eclipse’ any- 
thing America was able to put in the air. 

“Under the Bermuda agreement,” he said, “the British se- 
cured nine ports of entry in this country, and routes across the 
United States from New York to San Francisco, Hawaii and 
the Orient; from New York to Havana and South America, and 
from New York to New Orleans and Mexico City. The British 
are now in the position, with unlimited frequencies which are 
provided for, and with rate control, which also is contemplated, 
to launch a service that will be utterly superior to anything the 
United States can possibly afford. This service will be backed 
= a $600,000,000 in capital resources now being made avail- 
— ae, 


N. & W. PASSENGER SCHEDULE SPEEDED 

Extensive changes of Norfolk & Western Railway passen- 
ger schedules, which will accompany the inauguration of the 
railway’s new all-coach streamlined train, tentatively set for 
April 28, will result in “distinct improvement of overall pas- 
senger service,” company officials state. The principal improve- 
ment in passenger service will be in the operation of the stream- 
liner, Nos. 25 and 26, which will make the run between Norfolk 
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and Cincinnati in 15 hours and 45 minutes, fastest schedule 
ever operated by the N. & W. Running time of the Pocahontas 
between the same two cities will be reduced by one hour and 
40 minutes. 


American Steamship Tax Liability 
to Be Investigated 


A subcommittee of the House committee on merchant ma- 
rine and fisheries was scheduled to begin hearings on April 26 
in an inquiry into tax liabilities of subsidized steamship oper- 
ators. The subcommittee’s chairman is Representative Jackson, 
of Washington, who recently informed the House that taxes 
that might amount to $50,000,000 or more were due the federal 
government from steamship companies on earnings deposited 
in reserve funds not entitled to tax exemption (see Traffic 
World, April 20, p. 1219). The purpose of the subcommittee 
hearing, it was stated, was to obtain full information regarding 
the exemptions. Principal attention would be given first to 
learning what action was being taken by the Maritime Com- 
mission and the Treasury Department to insure that the taxes 
due are recovered by the government, it was stated. As large 
reserve funds of the ship operators involved were in the hands 
of the Maritime Commission no collection problem was antici- 
pated, it was said. 


Chicago Motor Carriers Discuss 
Forming Central Collection Agency 


Formation of a central collection agency in Chicago for 
payment of motor freight charges was informally discussed 
April 23, at the Palmer House, Chicago, at a meeting of Chicago 
truck operators sponsored by Transport Clearings, St. Paul, 
Minn. W. M. Baker, secretary-manager of the St. Paul organi- 
zation, explained its functionings and proposed that a similar 
non-profit, carrier-owned service, to be known as Transport 
Clearings, Chicago, an Illinois corporation, be established. How- 
ard Fulham, of the United Shipping Co., Minneapolis, presided. 

Transport Clearings in St. Paul began operations in No- 
vember, 1942. Similar industry-owned collection agencies have 
since been established in Portland, San Francisco, Los An- 
geles, and Seattle, and are in the discussion stage in St. Louis 
and Omaha. Each office is set up as an individual unit, with 
a board of governors composed of representatives of nine car- 
riers. 

Explaining the procedure of his organization, Mr. Baker 
said that 49 motor carriers in the Twin Cities area are mem- 
bers; that each carrier presents a statement, listing the amount 
of each bill, to the agency, which purchases the bills outright. 
In St. Paul the agency began with a charge of 4% cents for 
each bill; the charge is now 3% cents and will soon be re- 
duced to 3 cents. In addition, there is a percentage charge, 
amounting to % of 1 per cent. This dual system of payment 
equalizes matters between those firms having a small number 
of large bills and those having a great number of small bills, 
explained Mr. Baker. The bill is processed in the Transport 
Clearings office and sent to the shipper. Bills received by the 
collection agency from carriers are processed and a check for 
the total amount of the bills is given the carriers within 24 
hours. 

Each carrier has deducted 10 per cent of the total amount 
of his first 20 days’ bills, which goes into a capital reserve fund. 
This sum remains in the name of the carrier, but cannot be 
withdrawn unless the carrier withdraws from Transport Clear- 
ings. 

The agency eliminates losses, the carrier receives his money 
immediately, and the shipper has substantial savings, in that 
he = pay 20 or 30 carriers with one check, Mr. Baker con- 
tended. 

The St. Paul agency handles about 60,000 bills a month, 
totaling approximately $500,000. In the fiscal year 1945 the 
agency had a profit of $2,500. Monthly overhead expenses 
average $3,480. Twin Cities carriers operating into Chicago 
are interested in having a clearing house established in the 
latter city, to simplify their billing work, Mr. Fulham said. 
Operators in the Twin Cities are well satisfied with Transport 
Clearings and believe it saves them money, he stated. 

Several Chicago operators said that, while such an agency 
would benefit shippers, they doubted whether it would be of 
advantage to the carriers. They agreed to investigate their 
own billing costs. 

The board of directors of the Central Motor Freight As- 
sociation, Chicago, will discuss with Mr. Baker at its April 30 
meeting the question of establishing a Transport Clearings. 

The question of forming an industry-owned collection 
agency in Chicago has periodically arisen during recent years, 
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but the industry has never taken concrete steps to develop such 
an organization. 

Following the renewed discussion of forming such an 
agency, a privately owned organization, Motor Carriers Clear- 
ing House, in Chicago, announced April 20 that it was open 
for business as a collection agency for Chicago motor carriers. 


Commission Charged with “Laxity” 
by Motor Carrier Spokesman 


Says action. by Congress “not at all remote” to 
cause correction in rail less-than-carload rates. 
averred to cost the railroads $100,000,000 a year in 
losses. Argues low-cost agency should be permitted 
to fix rates, subiect to Commission control as to 
maximum reasonableness 


Unless the Commission acted soon to “carry out its orders 
from Congress” by correcting the situation with reference to 
less-carload rates, alleged to be handled by the railroads at a 
loss, the trucking industry would have no alternative but to 
appeal to Congress to take corrective steps, either in the form 
of a directive to the Commission or through specific amendment 
of the law, said William A. Bresnahan, director, department 
of research, American Trucking Associations, Inc., in an ad- 
dress before the Delta Nu Alpha transportation fraternity, at 
Wilmington, Del., April 23. 

He added that leading transportation experts in Congress 
were aware of the problem and that the possibility of action 
from that quarter was not at all remote.” 
aon He stated the position of the trucking industry was as 

ollows: 


Rates of all transportation agencies should be related to the cost 
of performing the service. In any given case, the low-cost agency should 
be allowed to fix the rates, subject of course to Commission control as 
to maximum reasonableness. The higher-cost agency should be permitted 
to meet such rates if it can do so without incurring an out-of-pocket 
loss, but in no case should be permitted to cut below such rates. Only 
in this manner can the Commission carry out its orders from Congress 
to preserve the inherent advantages of each mode of transport and to 
prevent unfair and destructive competition. 


After reviewing the financial situation of the motor car- 
riers, and saying that, after the motor carrier act had been 
enacted and rates of motor carriers became public, the rail- 
roads had launched a “program of competitive warfare,” and 
referring to the present comparative rate situation, Mr. Bres- 
nahan said it was not a case of truck rates being too high, but 
of rail rates being too low and intended to do just “what they 
are doing—to put the squeeze on highway competition.” 

After citing an example of the manner in which he said 
the competitive rates worked to divert business to the rail- 
roads, he said this was contrary to common sense as well as 
to the interstate commerce act. 

“Willingness of the railroads to engage in such a practice 
might possibly be defended as a ruthless but nonetheless shrewd 
means of driving their competitors to the wall and regaining 
the virtual monopoly which they once enjoyed,” he said. 

“But what defense is there for the Interstate Commerce 
Commission’s laxity in permitting the railroads to get away 
with it? We believe the Commission has not only the power 
but the duty under the interstate commerce act to stop it.” 


Referring to the recent request for an increase in the rail 
rates, the speaker said, if granted, it would wipe out the present 
spread between rail and truck rates. However, he said, rate ex- 
perts with whom he had talked believed the rails would be 
given an increase of 15 to 18 per cent, and added that there was 
not any assurance that the railroads, “having been granted a 
horizontal increase on all traffic, will not then resume their 
cut-rate program and begin cutting back their rates on less- 
than-carload freight and highly competitive carload traffic.” 


MOTOR CARRIER STATISTICS 


Motor carriers of property, having average gross operating 
revenues of $100,000 or over annually, had total operating 
revenues of $224,396,223 in the third quarter of 1945, as com- 
pared with $224,821,913 in the same quarter of 1944, accord- 
ing to a compilation of revenues, expenses and other income 
of Class I motor carriers of property, prepared by the Commis- 
sion’s Bureau of Transport Economics and Statistics, statement 
Q-800. The compilation covered 1,837 carriers, including 432 
local carriers. 

The compilation showed $37,810,809 equipment maintenance 
and garage expenses for the third quarter of 1945, as against 
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$35,977,538 in the like 1944 period, with total operation and 
maintenance expenses of $179,624,398 and $174,769,438, respec- 
tively, for those periods. Total expense for the third quarter of 
1945 was shown as $223,646,429, and for the same quarter of 
1944, as $215,738,490. Net operating revenue for the two periods 
was $749,794 and $9,083,423, respectively. 


For the third quarter of 1945, net income before income 
taxes was $2,774,764, and after income taxes $256,362. The 
comparable figures for the third quarter of 1944 were $11,729,- 
813 and $7,165,161, respectively. 


Operating ratio for the 1945 quarter was reported as 99.7, 
as against 96 for the 1944 quarter. 

Total operating revenues of the 432 local carriers included 
in the aforementioned figures were $39,276,093 for the 1945 
quarter and $40,012,073 for the 1944 quarter. Total operating 
expenses for those carriers for the two quarters were $38,025,- 
727 and $37,186,254, respectively. Net operating revenues were 
$1,250,366 for the 1945 quarter and $2,825,819 for the 1944 
quarter. The operating ratio of the local carriers for the 1945 
quarter was shown as 96.8, and for the 1944 quarter, as 92.9. 


Central States Motor Carriers 
Polled on Perishable Tariff 


Motor carrier members of the Central States Motor Freight 
Bureau are being polled by mail as to whether they do or do 
not favor publication of a perishable protective tariff for Cen- 
tral Territory. Ballots were sent out April 15 by C. L. Lawson, 
chairman of the bureau’s standing rate committee. 

In a statement on the balloting, Mr. Lawson said that 
publishing of a perishable protective tariff in Western Trunk 
Line Territory had brought several requests that a similar 
tariff be published by the Central States Bureau for application 
in Central Territory, ‘and the further suggestion that other 
territories do likewise, to the end that this may be the surest 
and quickest method of solving the problem on a national scale. 
Before making any decision to publish such a tariff within 
Central Territory, we would like to test the sentiment of the 
carriers on the subject to determine the extent of their inter- 
est,” adding: 


It is realized that only a comparative few of our carriers go in 
heavily for meats an dother similar commodities requiring a high 
degree of protective service, but many other carriers have told us that 
they need some measure of protection and revenue on those other 
commodities not ordinarily regarded as highly perishable but which do, 
nevertheless, in extremes of weather require the carrier to furnish 
varying amounts of such service. In the event carrier sentiment sup- 
ports the publication of a tariff in this territory, the subject will be 
docketed in the usual manner. 


Background of Problem 


In 1936, when the motor carriers filed their first tariffs with 
the Commission, one of the very first questions to come up was 
the matter of furnishing heat or cold in the protection of perish- 
able shipments, said Mr. Lawson. The first timid attempts of 
the carriers to evolve simple rules “were invariably defective 
and unworkable, few if any finding their way into a tariff,’ he 
related, adding: 


The growing and accumulated sentiment for the publication of 
some sort of National Perishable protective tariff finally resulted in the 
creation of a national committee to study the subject. That committee, 
of which I am chairman, has done considerable work and has held a 
number of meetings but up to the present time it has not been con- 
sidered advisable to undertake immediate publication on a national 
scale because of numerous problems and complications. ... 

Meanwhile, the motor carriers in Western Trunk Line Territory 
felt that they must have immediate relief, as much of this traffic is of 
a perishable nature. They accordingly adopted much of the data pre- 
pared by the national committee and published it, for application in 
Western Trunk Line Territory, in Middlewest Motor Freight Bureau, 
agent, Motor Freight Tariff No. 1020, MF-I.C.C. No. 85, effective April 
1, 1946. 







TRUCK PRODUCTION IN MARCH 


The Civilian Production Administration has announced that 
39,459 truck units were manufactured in March, a cain of 10,667 
over the February production but considerabl* below that of 
January when 54,684 units were produced. 

“Truck manufacturers must hurdle a number of difficult 
problems, including work-stoppages and the question of suffi- 
cient supvlies, before truck production schedules established 
by manufacturers can be met,” said C. P. A. “Until a more 
even flow of materials is assured to automotive plants and the 
industry regains its equilibrium, C. P. A.’s automotive branch 
officials will not offer any forecasts on future production.” 
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The distribution and marketing 
of mnaufactured goods presents 
problems differing widely in many 
respects from those connected 
with the marketing and distribu- 
tion of raw materials, dealt with 
in an earlier article in this series. 

Manufactured goods, in distri- 
bution, fall into two classes—con- 
sumer goods and business or in- 
dustrial goods. While each of these 
present factors common to the 
two, yet there are elements of 
time, storage, etc., in which each 
has to be handled in relation to 
its particular market and the par- 
ticular use to which it is to be put. 

Both, however, require the best 
efforts of the traffic man. As the 
author says: 

“Hvery stage of manufacture 
and distribution of these goods 
has its transportation service and 
rate problems. With the increased 
standardization of goods in the 
raw materials, semi-finished and 
completed article stages, with 
the development of the demand 
for standardized and branded 
goods, with the increasing tend- 
ency toward standardization in 
manufacturing procedures and la- 
bor costs, and with the increasing 
degree of price regulation, the im- 
portance of savings in transporta- 
tion and storage and other distri- 
bution costs is enhanced. It is one 
of the great opportunities for the 
further development of _ traffic 
management.” 





In an earlier article in this series 
some of the problems connected 
with the marketing of raw materials were 
considered, and illustrated by the mar- 
keting practices and procedures in the 
concentration and distribution of a rep- 
resentative staple commodity—cotton. 
This article is concerned with some of 
the marketing problems in the assembly 
and distribution of manufactured arti- 
cles. ; 

There are two sub-divisions of manu- 
factured goods; manufactured consum- 
ers’ goods, and business or industrial 
goods. These goods are produced in fac- 
tories, mills and plants which draw raw 
materials and supplies from interna- 
tional, national, sectional or district 
sources of supply, depending upon the 
areas in which they are produced, and 
the quantities and prices at which they 
are available. In these manufacturing 
establishments the raw materials are 
converted into finished products or semi- 
finished goods produced for other in- 
dustires. In other divisions of the same 
industries the goods are converted, 
fabricated or finished into consumers’ 
goods or business of industrial goods. 
If the raw materials, semi-finished prod- 
ucts and finished products are produced 
in the plants or factories of one com- 
pany, they are designated as integrated 
industries; if some of the processes are 
performed in such plants and others in 
independent factories, they are said to 
be partially or semi-integrated indus- 
tries. If each process or group of proc- 
esses are performed in completely inde- 
pendent or separate companies, the 
industries are said to be non-integrated. 


Factors in Market Distribution 


The factories, mills or plants, whether 
integrated or non-integrated, produce 
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for international, national, sectional, dis- 
trict or local markets. The scale of 
market distribution is determined by a 
number of factors, including: 


1. The scope of demand for the products. 

2. The scale of production of the fac- 
tories. 

3. The rates of freight on the finished 
products to the various markets. 

4. The relative prices of the goods of com- 
petitive producers in competitive markets. 

5. The comparative rates upon raw mate- 
rials and supplies, or assembly costs; plus 
manufacturing costs; plus distribution costs 
or expenses. 

6. The prevailing levels of labor costs and 
other costs of production in comparison with 
transportation costs of raw materials and 
finished products. 

7. The availability of storage facilities and 
storage charges in the various marketing 
areas. 


The location of industries and branch 
factories or warehouses, and the market- 
ing areas served by the combined or 
independently operated industries, is 
a continually changing picture. The 
changes in the pattern of industrial 
production, manufacture and distribu- 
tion are the results of volatile economic 
forces. 

Production and Distribution 


Two opposing sets of forces are in op- 
eration—the one centripetal force lead- 
ing toward the integration and central- 
ization of industry, and the other a cen- 
trifugal force tending to decentralize 
and scatter industrial organizations. The 
tendencies toward large-scale production 
and integration should not be confused. 
It is often assumed that they accompany 
each other, but they do not. There can 
be and often is a tendency toward large- 
scale production without the integration 
of industries in the various levels of pro- 
duction. The industries engaged in the 
various manufacturing processes or 
stages of production between raw mate- 
rials and finished products, although 
large may remain completely inde- 
pendent of each other industry engaged 
in operations at a different stage of pro- 
duction. It is equally true that indus- 
tries of relatively small size, engaged 
in various stages of the manufacture of 
the same or related products, may be 
integrated into industries which produce 
all of the stages of manufactured goods 
from the raw materials to finished prod- 
ucts. Likewise, it should be observed 
that there is no direct connection be- 
tween the size of manufacturing com- 
panies and the centralization or decen- 





tralization of the industries. Gigantic 
plants may serve sectional or local mar- 
kets, and relatively small factories may 
produce goods which are marketed na- 
tionally or internationally. 


Large-Scale Production 


The forces which tend to operate on 
large-scale production are too numerous 
and varied to be analyzed thoroughly in 
this brief discussion, but some of the 
principal factors impelling industries to 
move in this direction include: 


1. The advantages of continuous operation 
of the’ plants in industries where this mode of 
operation tends to reduce operating costs. 

2. The reduction of unit costs by large 
scale production. 

3. The price advantages of large scale pur- 
chase of raw materials and supplies. 

4. The benefits of large-scale sales of prod- 
ucts (although it should be noted that the 
products of many large scale industries are 
distributed in small units and that the prod- 
ucts of small plants are sometimes sold in 
large units). 

5. The benefits of large scale advertising. 

6. The distribution of overhead costs of 
management, supervision and sales or dis- 
tribution over large units of products. 

7. The economies of large-scale manage- 
ment. 

8. The advantages of shipping goods in 
large units—shipload, trainload or carload, 
truckload—when this method of shipment is 
related to large scale production although 
again it should be observed that large scale 
shipment is more closely related to distribu- 
tion than to production). 

9. The advantages of large-scale industrial 
production and marketing research. 

10. The advantages of large scale storage 
or warehousing, when this is made practic- 
able by large-scale production. 

11. The advantages of marketing the goods 
directly through the producers’ own outlets 
rather than through independent or dis- 
tributor controlled agencies, and in this way 
control brands and resale prices. 


Small-Scale Operation 


Opposed to the forces which tend to 
produce the development of large-scale 
industry are influences which encourage 
small-scale operation. Among these fac- 
tors are: 


1. The unwieldiness of large factories due 
to the difficulties of supervising the opera- 
tions when the plants exceed the optimum 
size for effective supervision and control. 

2. The difficulties incident to building 
plants and of obtaining plant sites sufficiently 
large to permit the construction or expansion 
of the plants to these huge dimensions. 

3. The concentration of the hazards in one 
plant facility which makes the company 
flood or other 


vulnerable in case of fire, 
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catastrophe; labor trouble arising out of the 
massing of employees in one plant; trans- 
portation difficulties incident to bringing large 
numbers of workers to one location; the prob- 
lems of internal plant transportation of em- 
ployees between the plant gates or portals 
and the locations at which they work, and the 
intricate pattern of internal plant transporta- 
tion of inbound and outbound shipments and 
goods in the process of manufacture. 

4. The restrictive policies of local, state or 
federal governments which may tend to dis- 
courage the development of large industries. 

5. The disadvantages of concentrating pro- 
duction at any one location in industries in 
which shifts in sources of supply of raw mate- 
rials or in the markets for finished products 
may place the industry at a competitive dis- 
advantage because of increased freight rates, 
storage charges, or other costs of marketing. 


It should be noted that despite the 
reputation of the United States as a 
nation of large-scale industrial organiza- 
tion and the discussion of large-scale 
enterprise over the last three-quarters 
of a century the vast majority of manu- 
facturing plants in the United States are 
small-scale industries. True it is that 
large quantities of goods are produced 
and distributed by enterprises operating 
large factories, mills or plants, but the 
number of small-scale manufacturing 
facilities is nevertheless large. 


Combinations in Industry 


Side by side with the growth in size 
of manufacturing plants must be con- 
sidered the combinations of industries in 
the same or in different lines of trade 
into combinations. These combinations 
may be either vertical or horizontal. 
Vertical combinations embrace indus- 
tries in the various or successive stages 
or levels of production and distribution, 
sometimes including all stages of pro- 
duction of raw materials, manufactur- 
ing of semi-finished products, and of 
finished products in various stages of 
manufacture, and the wholesale and re- 
tail marketing of the products as con- 
sumers or industrial goods. These in- 
dustries may be said to be full or parti- 
ally integrated. 

Industries which are highly integrated 
may combine under one general manage- 
ment, either in a single corporation or 
in an associated group of corporations, 
all phases of production, manufacture 
and marketing, including: 


1. The growing, 
raw materials. 

2. The sale of raw materials. 

3. The transportation of raw materials, 
semi-finished products, or finished products, 
by the integrated enterprises’ own railroads, 
steamships, motor vehicles or pipe lines. 

4. Storage of raw materials, semi-finished 
products or finished goods in the enterprises’ 
own warehouses, docks or other facilities. 

5. The semi-manufacture of semi-finishing 
of products in their own mills, factories or 
— and the sale of the semi-finished prod- 
ucts. 

6. The manufacture of the finished prod- 
ucts in the enterprises’ plants. 

7. The marketing and delivery of the fin- 
ished products to other industries, to whole- 
sale distributors, to retailers, or to consum- 
ers, 


mining or extraction of 


Examples of vertical integration of 
production, manufacture and marketing 
are to be found in the meat packing and 
food products, rubber, steel, and petro- 
leum industries. Horizontal combina- 
tions are found in the manufactured 
food products, office equipment and busi- 
ness machinery, electrical equipment, 
motor vehicle and chemical industries. 

Integration facilitates the control of 
sources of supply, the standardization of 
products, the reduction of distribution 
costs, and the diversification of activities 


at varying levels of production, manu- 
facture and _ distribution. Horizontal 
combination enables industries to di- 
versify their products and marketing, 
stabilize competition and prices, and 
organize distribution so as to reap the 
advantages and give to consumers the 
benefits of large scale production and 
distribution. |, 

Horizontal combinations include in- 
dustries engaged in the production of 
raw materials, semi-finished products or 
finished goods, or in the distribution of 
goods at the same level or stage of pro- 
duction, manufacture, processing or dis- 
tribution. They may be engaged in pro- 
ducing or marketing either the same 
goods, related products, or unrelated 
products. Circular or complementary 
combinations are engaged in the manu- 
facture or distribution of goods which 
are used together and usually distrib- 
uted through the same channels of dis- 
tribution. Collateral combinations are 
engaged in the production or distribution 
of goods, which are not closely related 
to each other in production or use. 


Manufacture and Distribution 


It should be borne in mind that the 
dividing lines between production, manu- 
facture, processing and distribution are 
evanescent. Between each two stages 
of production and manufacture goods 
may be sold from one industry to an- 
other, as raw materials, semi-finished 
goods, or finished products. Many large 
producers of raw materials and of semi- 
manufactured and manufactured goods 
are also large marketing enterprises. 
The economy and efficiency in marketing 
procedures and practices are of equal 
importance to efficiency and production, 
and savings through the elimination of 
repetitive sales through integration re- 
bound to the benefit of the industries 
and to those to whom they sell in com- 
petitive markets where the tendency is 
to seek increased volume of sale through 
decreases in price made possible by in- 
creased economy and efficiency derived 
through integration and combination. 

The source of efficiency and decreased 
costs in the combinations of production, 
manufacturing and distribution include: 


1. Lower unit costs through diversification. 

2. The spread of advertising costs over a 
large number of products or unit of products. 

3. The geographical distribution of mar- 
kets. 

4. The reduction of unit sales costs made 
possible by sales organizations doing a larger 
volume of business or selling multiple lines 
of products. 
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5. The reduction of sales expenses through 
specialization and concentration of sales ef- 
forts in particular markets. 

6. The stimulation of distribution through 
the promotion of rivalry among the sales or- 
ganizations in the same combined companies, 


Large manufacturing and marketing 
organizations are in a stronger position 
in dealing with large scale purchasing 
organizations and may more effectively 
control their outlets, maintain control of 
brands, determine and effectively control 
price policy, and maintain the quality 
of their products. These activities are 
regulated in the public interest by the 
Sherman act, the Clayton act, the Rob- 
inson-Patman act and other federal and 
state legislation to control combinations 
in restraint of trade. These acts will be 
discussed in a later article in this series. 


Whether the industries engaged in 
marketing manufactured goods are in- 
tegrated, partially integrated, or inde- 
pendent and unrelated, and whether 
they are concentrated in large central- 
ized or semi-centralized or decentralized 
organizations, they are concerned espe- 
cially in the difficult problems of mar- 
keting manufactured goods. These prob- 
lems can be summarized briefly as: 


1. The standardization and control of qual- 
ity of product. 


2. The anticipation of demand through 
marketing research so as to synchronize the 
supply of goods to demand. 

3. The establishment of brands and trade- 
marks so that products may be identified by 
purchasers, and the brands and trade-marks 
protected from misuse by unscrupulous com- 
petitors or distributors in the domestic and 
foreign markets. 


4. The development of marketing channels 
so as to reduce the expenses of distribution 
and facilitate the establishment of competi- 
tive prices. 

5. The development of supply and produc- 
tion schedules so as to utilize plant capacity 
and reap the benefits of reduced unit costs 
which often result from such utilization. 

6. The development of effective advertis- 
ing so as to create consumer demand and 
keep it stimulated. 

7. The development of marketing pro- 
cedures and practices which will tend to 
minimize costs of distribution to the extent 
consistent with costs of production and the 
maintenance of standards of service to mfa- 
dlemen and to consumers. 


Distribution of Sales 


Manufacturers’ sales may be sub- 
divided according to primary channels 
into the following categories, according 
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to the Census of Business, Vol. V, Dis- 
tribution of Manufacturers’ Sales, 1939: 


Channels Percentage of Total Sales 
1939 1929 

1. Manufacturers’ own branches.. 23.8 17.5 
2. Manufacturers’ own retail stores 2.8 2.4 
3. Wholesalers and jobbers....... 26.5 32.8 
Ee, NEL acsladncs es apawcede ss eiseK> « 19.9 18.0 
ee | a ae eer 25.2 27.5 
6, Commpumers: at retell. coi... ccs icc 1, es 
RUMI 5-005. S dea ace-are wseubonduere. 0 Ssin'e 100.0 100.0 


Since 1929 there has been a steady 
increase in the percentage of total sales 
of manufacturers’ through their own 
brands and a small increase in sales 
through their own retail stores and to 
retailers. There has been a compensat- 
ing decrease in sales of manufacturers 
to wholesalers and jobbers, and a slight 
decrease in sales by manufacturers di- 
rectly to industrial users. 

A diagram of these marketing chan- 
nels from manufacturer to domestic and 
foreign consumers is presented graphi- 
cally in the accompanying chart. The 
manufacturers and distributors of con- 
sumers’ goods often use several or all 
of these channels in order to reach the 
maximum number of consumers and de- 
velop the maximum volume of business 
which will yield them the maximum net 
return. 


Marketing Consumers’ Goods 


In the marketing of manufactured 
goods for final use or consumption by 
individuals, the ultimate retail purchases 
are usually in relatively small loss. A 
few individual consumers are either suf- 
ficiently foresighted or financially able 
to buy goods in relatively large lots, but 
the vast majority of consumers buy 
goods in small quantities and frequently. 
The reduction in sizes of families, the 
smaller sized homes, apartment dwelling 
and many other factors have contributed 
to this result. The demand for consum- 
ers’ goods must be created, stimulated 
and sustained by advertising focused up- 
on the individuals. Advertising must be 
maintained even when the goods them- 
selves cannot be supplied, as was true 
during World War II, and is still true 
of many commodities, in order to keep 
the goods fresh in the minds of custom- 
ers and bring them to the attention of 
the thousands of new customers who are 
continually becoming prospects for the 
sale of the products. The market for 
consumer goods is often subject to wide 
variations in demand for the products 
due to the large amount of impulse buy- 
ing. All of us are conscious of incidents 
in which we have purchased goods, 
sometimes articles of considerable price, 
which we had no intention of buying 
before entering the retail store, and of 
going to a store to buy one article and 
buying several others which we had not 
intended to buy. 

All available marketing channels must 
be provided so as to break down the lots 
of goods in the successive stages of dis- 
tribution into smaller and smaller lots 
until finally they reach the consumer 
in the size lots they are willing and able 
to purchase. Many channels must be 
provided so that the goods may reach 
all prospective buyers in the lots at the 
time and in the way in which the con- 
sumers wish them. 


Convenience Goods 


Varying marketing channels are re- 
quired for the distribution of conven- 
ience goods, shopping goods, and spe- 
cialty goods. Convenience goods are 


articles usually sold at relatively low 
prices, in small quantities and at fre- 
quent intervals. Consumers prefer that 
goods of these types be available in- 
stantly at convenient locations near 
their homes or places of business. 


Cigarettes, drugs, groceries and other 
food products, ice cream, toilet articles, 
newspapers, magazines, and gasoline are 
examples of convenience consumers’ 
goods. The demand for these goods is 
regular and continuous, although the in- 
dividual purchasers may vary consider- 
ably from day to day, or week to week. 
Competition is keen in the marketing of 
these goods because they are stocked by 
many retailers whose sales territories 
overlap. 


Specialty Goods 


Specialty goods are those which have 
peculiar attractiveness to consumers 
which cause them to go to the shops at 
which they are offered for sale even 
though these may be at some distance 
from the places of business or the res- 
idences of the buyers. Clothing, shoes, 
sporting goods, pipes, jewelry, automo- 
biles, electrical refrigerators, and other 
large electrical appliances, and -fancy 
food products, are examples of specialty 
goods, although the distinction between 
specialty goods and shopping goods is 
not a clear line of demarkation. 


Specialty goods are usually nationally 
advertised and are branded goods dis- 
tinguished by quality and relatively 
high prices, so that their purchase rep- 
resents a consideration of the need or 
desire for the article, a willingness to 
pay the price for them, and an accept- 
ance of the necessity of going to the 
shops when they are offered for sale. 


Shopping Goods 


Shopping goods are those which are 
bought, after consideration of the ar- 
ticles offered for sale in several retail 
stores—usually department stores or 
other shops dealing in these goods. 
Shopping goods usually require the 
spending of larger sums than conven- 
ience goods and they are bought less 
goods and convenience goods, they are 
often unbranded products. 


Quality, appearance, style and price 
are important sales considerations in the 
purchase of shopping goods. Women’s 
clothing, millinery, certain types of 
jewelry, furniture, carpets and rugs, and 
household furnishings and decorations 
are examples of shopping goods. 


No manufactured consumers’ goods 
can be assigned definitely to any one of 
these categories for all purchasers, for 
the buying habits and preferences of 
buyers are subject to wide variations, 
not only among individuals but in the 
same person at different times. The 
classification must be used as a state- 
ment of general tendency valid in most 
times for the majority of the buyers of 
consumers’ goods. 


Industrial or Business Goods 


Since a large percentage of the total 
sales of manufactured goods are sold to 
industrial concerns or other business en- 
terprises, to government agencies, or to 
institutions, this group of consumers re- 
quire particular attention and treatment 
in working out effective and efficient 
marketing channels, procedures and 
practices. Many manufacturers and large 
wholesale distributors sell to no other 
consumers. Industrial or business buy- 
ers include, among others: 
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1. Manufacturing plants. 

2. Fabricating, processing, 
converting plants. 

3. Construction companies. 

4. Transportation enterprises. 

5. Public utilities, including electric light 
and power water supply, gas and telephone 
companies. 

6. Mining companies. 

7. Quarries. 

8. Oil producing and refinery companies. 

9. Storage warehouses. 

10. Contractors of various types. 


finishing or 


Government agencies constitute a 
large market for business goods in nor- 
mal times. In times of war this market 
becomes the major and sometimes the 
sole market for many producers and dis- 
tributors of business goods. 


Government agency buyers include all 
branches of the Federal, state, county 
or municipal governments which pur- 
chase goods for the construction, main- 
tenance or operation of: 


1. Public buildings or works. 

2. Government operated public utilities, in- 
cluding water works power and light plants 
and transit facilities. . 

Highways and streets. 

. Public parks and recreational facilities. 
Public assistance projects. 

. Sewage disposal facilities. 

. Garbage and refuse disposal plants. 

. Other aspects of public works or opera- 
tion of government departments. 


CAI OTD Oo 


Institutional buyers include the oper- 


ators of private, semi-public or public 
institutions, including: 


Educational institutions. 
Asylums. 

Hospitals. 

Exhibitions. 

Fairs. 

Homes. 


. Other charitable, educational, and simi- 
lar institutions. 


NAAPopr 


The term “business goods” is being 
used to an increasing extent in place of 
the older terms “production goods” and 
“industrial goods.’ Many articles in- 
cluded in the category of business goods, 
such as office furniture and equipment, 
institutional equipment, commercial sta- 
tionery and supplies, cannot accurately 
be referred to as “industrial goods.” The 
committee on definitions of the National 
frequently. In contrast with specialty 
Association of Marketing Teachers, sug- 
gests that business goods — industrial 
goods—be defined as “goods which are 
used in producing consumers’ goods, 
other business or industrial goods and 
services, and/or in facilitating the oper- 
ation of an enterprise. They include land 
and buildings for business purposes, in- 
stallation and accessory equipment, 
operating supplies, raw materials, and 
fabricated materials.” (The National 
Marketing Review, Vol. 1, No. 2, Fall, 
1935, pp. 150 and 154.) 


Business or industrial markets are 
characterized by: 


1. Relatively 
sales. 


2. Relatively infrequent sales 
with the sales of consumers’ goods. 

3. Relatively small number of industrial, 
commercial, government and_ institutional 
buyers. 

4. A high degree of geographical concen- 
tration of buyers in the general offices or 
plants of industries, government agencies or 
institutions. 

5. Demand which is dependent upon or de- 
rived from other products and ultimately on 
the demand or anticipated demand for con- 
sumers’ goods. 

6. The purchase of many goods on open or 
continuing contracts, which provide for ship- 


large unit purchases and 


compared 
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ping and delivery dates, prices and other de- 
tails governing the transactions. 

7. The use of competitive bidding. 

8. The use of specifications and _ strict 
technical considerations—often buyers’ speci- 
fications. 

9. The presence of reciprocal relationships 
between the buyers and sellers. 

10. The importance of servicing the goods 
sold, particularly machinery and mechanical 
appliances. 

11. The sale of goods for use in connection 
with other goods or equipment, which creates 
a relationship between sellers of the supple- 


stitutions. 


cation, processing, 


cles. 





operation of factories, mills, offices and in- 


3. Machinery used in mills, plants, factor- 
ies, mines, quarries and construction projects. 
4. Semi-finished products for further fabri- 
conversion or finishing. 
5. Parts for assembly into completed arti- 


A large percentage of manufactured 
business or industrial goods are mar- 
keted directly by the manufacturers 
sales offices or branches, or by subsidi- 
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ture and marketing of manufactured 
goods include all phases. of the trans- 
portation and storage of the goods from 
the raw materials and supvly stages, 
through the semi-manufactured stages 
to the finished products stages, and de- 
livery to retailers or consumers. Every 
stage of manufacture and distribution 
of these goods has its transportation 
service and rate problems. 

With the increased standardization 
of goods in the raw materials, semi- 
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1. Supplies, including goods which are Traffic Management in Marketing storage and other distribution costs is | guard 
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plants, offices, operations, or institutions. The services of traffic management in tunities for the further development of | W. S. 
2. Equipment and accessories, used in the the industries engaged in the manufac- traffic management. IN 
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Ss . : : : to day. The trucking company operates between Omaha, Grand Nh 
an Antonio May 12-15, will be finding a solution.to the many - . : 
aiininat dak Tete sneiniin ant a ae wend Island, North Platte, Hastings, Sidney and Lincoln. W. T. N 

Pp i & : ° : eat . Burns, general freight traffic manager, said. the railroad does 

A. E. Cudlipp, of Lufkin, president of the association, said not contemplate any long haul trucking. “We propose to use 
these times were the most critical period in the history of the motor service not for the purpose of curtailing railroad service 1 
motor transportation industry and that truck and bus operators but rather for the purpose of improving and strengthening the = 
were facing a disorganized economy, as well as shortages in _ railroad,” said he. specs 
manpower and equipment—problems, which must be solved if wal 
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U. S. TIRES BOOKLET ON STORE LOCATION eighteen 1,500 h.p. diesel combination road and switch loco- 
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A new booklet, “Selecting Your Location,” designed as a train cars will supply the six full units required to operate a 
service to independent tire distributors, has recently been pub- pew fast train which will begin service early next year be- T 
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versus the mid-block store, and was developed as the result of 
exhaustive field research, stated Mr. Westlund. 





HIGHWAY TRAILER’S WINDSPLITTER DESIGN 

All highway van type “Clippers,” “Freightmasters, ” and 
warehousemen’s van units now coming off the production lines 
of the Highway Trailer Co., of Edgerton, Wis., are provided 
with a distinctive new wind- splitter dome and. triple mould- 
ing, according to Bert Bates, company sales manager. 


WHITE PLANT IN MONTREAL 

The new million dollar plant of the White Motor Co. of 
Canada, Ltd., located on a 10-acre site in Mount Royal, Mon- 
treal suburb, is nearing completion and will soon be producing 
White trucks and buses for the Canadian market. The com- 
pany is expanding its service facilities throughout the Domin- 
ion, to keep pace with the factory, which will make it possible 
to produce component parts as well as complete vehicles, com- 
pany officials said. 


BUICK PRODUCTION MOUNTING DAILY 

More than 12,000 manufacturing employes. the full pre- 
strike force, are back on the payroll of the Buick Division, and 
production of new Buick automobiles is mounting daily, accord- 
ing to Harlow H. Curtice, Buick general manager and vice- 
president of General Motors Corporation. Production currently 
is limited to the four-door series 50 sedan. ‘Volume of retail 
orders placed with out dealers is greater than at any time in 
the past and will require our maximum capacity for many 
months to come,” stated Mr. Curtice. 


U. P.’S RAIL-TRUCK SERVICE 


The Union Pacific Railroad on April 15 inaugurated a co- 
ordinated rail-truck service in Nebraska. In cooperation with 





loading devices are scheduled to be built in the road’s shops in 
Milwaukee. 


The railroad will continue the program started in 1943 for 
the installation of centralized traffic control, said Mr. Scandrett. 
The construction of two new freight houses in Chicago and three 
warehouses in Seattle, is proposed. 
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LEHIGH VALLEY’S CENTENNIAL 


The Lehigh Valley Railroad on April 21 celebrated its 
first one hundred years. Starting April 20 and continuing for 
one week, crack daylight trains of the railroad carried metal 
placards calling attention to the road’s centennial. The Black 
Diamond Express, which was inaugurated fifty years ago May 
18, as well as other trains, carried birthday banners and 
will be decked with bunting and American flags. The road is 
issued a historical booklet for the occasion. 















































GREAT NORTHERN SPEEDS PASSENGER SCHEDULE 


Seattle and Vancouver, B. C., will be linked by the fastest 
railway passenger service in their history beginning April 28 
when the Great Northern railway slashes more than a full hour 
from present passenger schedules, according to N. D. Keller, 
general passenger agent at Seattle. He said that the addition 
of two new trains to perform local service on this run will en- 
able the present four trains to make the trip between the two 
cities in four and one-half hours. 



































US-USSR KOREA TRANSPORT COMMITTEE 
The US-USSR Joint Technical Transportation Committee 
is about to begin functioning on problems of transportation 
between the two zones of Korea. Members are: Lt. Col. A. J. 
Comelson, chairman; Lt. Col. L. A. Nelson; Lt. Col. J. A. 
McLellan; Lt. Col. W. R. McKinney and Lt. A. D. Koson, sec- 
retary. 
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W. S. A. Revokes Seven Ship 
Operation Regulations 


The War Shipping Administration has revoked seven war- 
time regulations with respect to operation of merchant vessels 
controlled by that agency. The revoked regulations were listed 
as follows: 

No. 14, issued October 12, 1942, procedure regarding advice 
to agents of W. S. A. vessels transiting Panama Canal or calling 
at Canal Zone ports for bunkers or orders. 

No. 35, issued January 25, 1943, assignment of Navy armed 
guard to merchant ships owned by or under charter to W. S. A. 

No. 40, issued February 12, 1943, health precautions for 
W.S. A. ships calling at African west coast ports. 

No. 56, issued May 12, 1943, issuance by agents and gen- 
eral agents to masters of vessels certain instructions relative 
to anti-gas measures and decontamination procedure. 

No. 61, issued June 7, 1943, use of form OPA R-544 for 
acknowledgment of delivery of rationed bunker fuel and diesel 
oil—gasoline and kerosene. 

No. 76, issued November 6, 1943, prisoners of war. 

No. 81, issued December 4, 1943, convoy conferences. 


M. C. ANNOUNCES RATE REDUCTION 


The Maritime Commission has announced the granting of 
special permission authority to the director of freight rates, 
War Shipping Administration, acting on behalf of the Alaska 
Steamship Co., its agent, to file, on not less than one day’s no- 
tice, reissues of tariffs U. S. M. C. No. F-15 and F-16, presently 
on file, naming therein, additional to rates already included, 
rates on automobiles and motor trucks, S. U., and on boats and 
skiffs, S. U. The rates to be added would result in a reduction, 
in that they were lower than those now produced by the current 
N. O. S. rates, which would otherwise be applicable, said the 
commission. 


SHIP CONFERENCE AGREEMENTS 


The Maritime Commission has announced that agreement 
No. 57-18 has been filed for approval and is a supplementary 
agreement of the Pacific Westbound Conference under which 
A. P. Moller (Maersk Line) is to be admitted as an associate 
conference member without a vote but with the privilege of 
participating in conference contracts with shippers. 





War-built Cargo and Tanker 
Ships for Sale by M. C. 


Says orderly sale of World War II Vessels expected 
to reestablish privately owned U. S. merchant fleet. 
Purchasers would pay at least 25 per cent down. 
Sale of ships differs from that of other surplus war 
property. Issues rules for sale of ships 


The Maritime Commission has announced it would accept 
applications for the purchase or charter of dry-cargo vessels 
and tankers built in the World War II period and has issued 
“general order 60” containing regulations for sale of the ves- 
sels, under the ship sales act. 

Vessel purchasers would have to pay at least 25 per cent 
down with the balance in annual installments over the 20-year 
life of a vessel, with 342 per cent a year interest on the unpaid 
balance, said the commission, adding that vessels would be sold 
on a basis of applications to the commission. The form of 
application was given in the general order. 

“The orderly sale of war-built vessels is expected to re- 
establish a privately owned American merchant fleet composed 
of modern vessels able to meet all normal competitive stand- 
ards,’”’ said the commission. 


Exchange of Old Vessels 


It explained that sale of the ships differed from that of 
other surplus war property in that the merchant ship sales act 
of 1946, under which the sales would be made, put responsi- 
bility on the commission to consider applications for purchase 
or charter of the vessels according to the regulations of general 
order 60, and in the light of maritime policy expressed by the 
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ship sales act and also the merchant marine act of 1936. The 
commission added: 


To encourage retirement of obsolete vessels from the U. S. Mer- 
chant Marine, a purchaser of a war-built vessel may exchange an old 
vessel for an allowance of credit on the new vessel. 

To provide for uniform treatment of all purchasers of war-built 
vessels, provision is made for adjustment of prices paid on war-built 
vessels which were sold under other legislation and delivered to their 
owners prior to the passage of the ship sales act. The readjustment 
has the effect of selling the vessel to a purchaser as of March 8, 1946, 
the date of passage of the ship sales act, and under its terms. This 
changed date of sale requires recomputation of vessel cost. 


General order 60 described each of 9 standard types of 
war-built vessels to be sold and listed their estimated prewar 
domestic cost of construction, actual domestic war cost of con- 
struction, their statutory sales prices and floor prices in ac- 
cordance with provisions of the ship sales act. It gave price 
data as follows: 

Statutory Sales Price 


Type Vessel (Unadjusted) 

Dry Cargo 50 per cent 1941 Cost 
C1-MT-BU1 531,500 

C1 970,000 

Cc 1,050,000 

C4 1,650,000 
VC2-S-AP2 (Victory-15K) 979,000 
VC2-S-AP3 (Victory-17K) 1,065,000 
EC2-S-Cl1 (Liberty) 639,000 

Tankers 8714 per cent 1941 Cost 
T2-SE-Al (14K) 2,026,500 

T3-S-Al (15K) 1,903,125 


U. S. Citizens Get First Choice 


; War-built dry-cargo vessels might be chartered by Amer- 
ican citizens, but only after they had first been offered for 
sale, said the commission, adding that charter rates normally 
would not be less than 15 per cent a year of the statutory sales 
price. Continuing, the commission said: 


In awarding ships on the basis of applications the commission will 
observe certain preference requirements of the ship sales act, in- 
cluding preference of citizens over non-citizens and consideration of an 
applicant’s wartime tonnage loss. To allow for uniformity and equal 
treatment in the application of these preference standards the com- 


. mission has provided that all applications received in a given calendar 


month will be treated together. The first preference period will expire 
June 1, 1946. Citizen applications received during one calendar month 


will take precedence over all applications received in later calendar 
months. 


Applications will be considered from non-citizens (except for the 
purchase of passenger vessels and Liberty-type colliers and tankers) 
provided such sales are consistent with our national and foreign de- 
fense policies, and only aiter American citizens have had a reasonable 
prior period in which to buy or charter. 

Citizen applicants will lose preference if they intend to transfer 
the vessel to a foreign flag, and the commission will not approve 
transfer of a P-2 or other passenger vessel of Liberty-type collier or 
tanker to foreign registry after acquisition. 


Citizens of the Philippines will have precedence over other non- 
citizens up to July 4, 1946. 


NATIONAL MARITIME DAY 


President Truman has designated May 22 as “National 
Maritime Day,’ commemorating the heroic service of merchant 
marine seamen in World War II and marking the anniversary 
of the first successful ocean passage by a steam-propelled ves- 
sel, the Savannah, which left Savannah, Ga., on May 22, 1819. 
The President ordered the flying of the national flag from gov- 
ernment buildings and called on citizens to display the flag on 
homes and in other suitable places. 


M. C. Issues Final Report on 
Ship Construction, 1939-45 


The Maritime Cmomission has issued its “Official Construc- 
tion Record—Vessels Delivered 1939 Through 1945,” for the 
purpose of presenting a final official record of ship construction 
covering the entire program since delivery on February 6, 1939, 
of the first commission-built vessel. 

The tabulation is given by month for each year, by types 
of vessels and by shipyards. It showed a total of 5,777 vessels, 
of 56,291,678 deadweight tons, delivered in the years covered. 
The figures for each year are tabulated by the folowing types 
of vessels: Major types, minor types, and military types, with 
subdivisions of each classification. 





GULF AREA RESERVE FLEET SITE 
Failure to complete satisfactorily negotiations for a perma- 
nent reserve fleet site at Beaumont, Tex., has forced the Mari- 
time Commission to make additional studies and surveys in the 
Gulf area, according to a commission announcement. 
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Principal reason for the commission’s action, it said, was a 
report of its representatives that the price asked for acreage 
sought at Beaumont was considered excessively high. The site 
was required for the safe and economical storage and preserva- 
tion of surplus war-built tankers, it said. 

Preparation and maintenance of the vessels at the reserve 
fleet site would offer continuing employment to several hun- 
dred local workers, said the commission. 


Swingle Optimistic Over 
Expanding Foreign Trade 


Optimism over prospects for an expanding foreign trade 
was expressed by William S. Swingle, vice-president, National 
Foreign Trade Council, Inc., in a talk on international com- 
mercial relations before the Export Managers Club of St. Louis 
and the foreign trade bureau of the St. Louis Chamber of Com- 
merce recently, at the Hotel Statler, St. Louis. 

Mr. Swingle praised the actions and program of the United 
States government in its drive to institute a rational post-war 
international trade, and said the government drive was sup- 
ported by the American foreign trade community. 

“Stable, improving political and economic conditions abroad 
are essential to the most successful conduct of our foreign 
trade,” said the speaker. ‘Consequently, a live and effective 
United Nations Organization is of supreme importance in the 
post-war pattern. The recent action of the Security Council 
in dealing with the Iran dispute indicates a purpose to deal 
—. realities and represents a limited but important step for- 
ward.” 

Mr. Swingle said that the semiannual report of the Ex- 
port-Import Bank of Washington, released in March, ‘“‘set forth 
in unequivocal terms its adherence to a policy of assistance to, 
rather than encroachments upon, the operations of private 
trade. . . It will clear the air and be regarded as a healthy 
contribution to a favorable foreign trade future.” 

The most practical and economic method of assuring equita- 
ble distribution abroad of American goods will continue to be 
found in reliance upon the discretion of experienced export 
executives, stated the speaker, urging that government regula- 
tions permit a fair share of our output for export. Though eco- 
nomic conditions in Europe and Asia are critical, said he, the 
post-war needs of the Latin American countries for American 


tools, machinery and various consumer items should not be 
overlooked. 


American Waterways Operators’ Chief 
Sees Competitive Struggle Ahead 


Asserts performance of inland waterway system fully 
justifies federal expenditures. Vicious attacks, says 
he, will continue to be made against system, how- 
ever. War record of water carriers commended 


_ “Our industry has been subject to many vicious attacks 
since its inception, and it expects many more,” said Chester C. 
Thompson, president, American Waterways Operators, in an 
address recently before the Ohio Valley Improvement Asso- 
ciation at Cincinnati, O., on the subject, “Why Inland Water- 
way Transportation.” 

Appropriations by Congress for navigation and flood con- 
trol had been condemned almost entirely by competitive trans- 
portation and its affiliated groups, he continued. 

“These groups are powerful politically, they are powerful 
financially and certainly not adverse to applying pressure to 
eliminate competition,” said he. “It has been done in the past; 
it will be many times in the future. 


“That is why conventions such as this are always largely 
attended. Those present believe in fair-play, they believe in 
conserving and retaining competition in transportation, and 
last but not least, preserving for the National economy and the 
public interest, the full advantages of low cost water transpor- 


tation, so important to the prosperity of this section of the 
country. 


“The inland waterway system has fully justified the ex- 
penditures of public funds made upon it by the United States 
Government. The performance and service of these arteries of 
commerce during the recent War was a contribution to victory 
which more than offset the government money spent upon them 
through the years. 


“The inland waterways made possible the tapping of the 
resources, the skilled personnel and know-how of the interior 
country, in the building of ships so vital to success in a global 
war. Ocean going ships were built in corn fields of the middle- 
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west and floated and towed to tidewater over the inland water- 
ways. 

“There was no breakdown in transportation in World War 
II as there was in World War I, and the inland water carriers 
and operators did their full share in averting a transportation 
crisis, which would have been fatal to the cause of freedom 
throughout the world. The industry looks forward with con- 
fidence that it can and will continue to serve and serve well 
this — Nation in the years of peace that we all hope to be 
a reality.” 


“Cheapest Form of Transportation” 
In the course of his address, Mr. Thompson, in part, said: 


Water transportation has always been economical transportation. 
It has been and is the cheapest form of transportation known, and will 
always continue to be. The benefits of this cheap transportation are 
not all confined to those located on the banks of navigable waters; such 
benefits spread themselves to those many miles from the shore, to the 
remotest sections of the United States. 

The fact that manvfacturers, say of steel products in the Pittsburgh 
or Gary districts, can obtain their raw materials, such as coal, ore, 
limestone and many others, by low cost water transportation, enables 
them to sell their finished products at lower prices to all of the people. 

Further, the fact that operators of small country grain elevators 
located on navigable rivers can ship grain to central or terminal 
elevators by cheaper water transportation, enables them to pay the 
farmer, the producer, more for the grain. Examples of this kind could 
be repeated over end over, and applied to many commodities and 
manufactured articles. 

Many large public utility companies, and many smaller concerns 
as well, receive coal by the more economical water routes. This coal, 
which runs into the millions of tons annually, is used to generate 
electricity and manufacture gas. Low cost water transportation as an 
element of production makes for lower rates to consumers for public 
utilities’ rates, all of which are determined and fixed by public regu- 
lating agencies, have a direct relation to the cost of providing the 
electricity and gas 

The benefits of low cost water transportation also are not confined, 
as has been charged by those opposed to the development and the use 
of our waterways, to a small group of large shippers and receivers. 
For the reasons I have just mentioned, the general public, the small 
business man. the small householder, the farmer, everybody in this 
nation receives in some manner, directly and indirectly, tangible bene- 
fits from the transportation services at low cost provided upon the 
navigable rivers and waterways of the nation. 


Against Transportation Monopoly 


Domestic wate: transportation has sucessfully withstood the 
attacks made upon it by the railroads and by those who apparently 
favor a monopoly in transportation. The water carriers and operators 
of this country firmly and sincerely believe that all forms of trans- 
portation are essential to the prosperity of this country. 

They are proud of the American system of railroads, the greatest 
in all the world. They sincerely believe the motor trucks and busses, 
and the airplanes have a very proper place and function in trans- 
portation necessary to properly serve a nation of nearly 140 million 
people. 

The water carriers and operators do not think, however, that any 
one type of transportation should be permitted to create a transpor- 
tation monopoly, either by driving competitive forms of transport out 
of business or by absorbing them and then applying the ‘‘slow—but 
sure’’ death method of eliminating competition. 


What Are the Savings? 


Often the question is asked: Just what are the savings resulting 
from the use of water transportation on the inland river system? A 
very proper question indeea and one which the water carriers are 
always pleased to answer. Take bulk sulphur, for there is always a 
heavy movement of that commodity upon the rivers; sulphur is a most 
important raw material necessary in the manufacture of many basic 
products upon which our economy, our very existence, depends. 

The state of Texas is by far the largest, in fact it is just about 
the sole producer of sulphur in this country. Manufacturing plants and 
mills which must use sulphur are mostly located in the central and 
northern parts of the United States. This involves a very long distance 
movement from the Texas sulphur mines. 

The Chicago Manufacturing Area, which includes Gary and other 
northern Indiana industrial centers, is a heavy user of sulphur. The 
present all-rail rate on sulphur from the Texas mines to the Chicago 
Area is $6.72 per gross ton. The present all-water rate on the same 
commodity, which includes terminal handling charges and delivery 
to plants, is $5.63 per gross ton—a saving of $1.09 per gross ton. 

The all-rail rate on sulphur from Texas to Cincinnati is $12.10 per 
gross ton. The all-water rate between these points, including terminal 
charges and delivery to plants, is $6.89 per gross ton—a saving of 
$5.21 per gross ton of sulphur in favor of the water movement. Similar 
substantial savings exist on sulphur to many other sulphur consuming 
areas where water transportation is available. 


Coal 


There are many millions of tons of coal moved on the rivers each 
year. Let us take a look at the rate structures under which this coal 
moves. Much of the so-called river coal is moved by the producers, 
and naturally their costs are not available for public discussion. How- 
ever, several of the ‘‘for-hire’’ water carriers either publish their rates 
on coal, or there is no secret concerning such rates. 

Cincinnati is a large user of bituminous coal, and a very substan- 
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tial portion thereof moves to this city by river barge. This coal is 
mostly mined in West Virginia and is loaded on barges at or near 
Huntington. There must be a saving in freight charges in moving coal 
from West Virginia to Cincinnati by river barge or it would not move 
that way in such large volume—it would move by rail or motor truck. 
After all, the ‘‘proof of the pudding is in the eating.’’ 

The all-rail rate on bituminous coal from West Virginia mines 
adjacent to the Kanawha River in the so-called Kanawha (W. Va.) 
Rate Group is $1.89 per net ton. The barge rate, including terminal 
charges and delivery for the same movement, is $1.06 per net ton. or a 
minimum saving of about 83 cents per ton. That is why the City of 
Cincinnati gets so much of its coal by water and a good reason why 
Cincinnati is such an important manufacturing and distributing cen‘er. 

Proportionate savings are reflected in water rates on coal to other 
important cities and industrial communities. The real economy of 
water ‘transportation is naturally in ‘‘long hauls,’’ so the greater the 
distance of the movement the greater and more substantial are the 
savings in freight rates. These savings enable users of water trans- 
portation to reduce costs and, thus, be in a better position to compete 
for available business—whatever that business may be and wherever 
it can be found. 

Iron and Steel 


Folks interested in the rivers, their development and use generally 
know that a heavy volume of steel and iron pipe is transported on the 
inland waterways. There is a good reason for that too—the water rates 
are lower, they are cheaper. The same is true on other iron and steel 
products—water rates are always lower. 

But let us consider iron and steel pipe as a good example of the 
difference between all-rail and all-water rates. The Pittsburgh area, 
without doubt, is the largest manufacturer of pipe in the world. The 
Texas, Louisiana and Oklahoma oil fields are about the largest users 
and, thus, consumers of iron and steel pipe, and Pittsburgh is a long 
way from the oil fields of Texas and her neighbor States. 

The present all-rail rate on pipe from Pittsburgh to Port Arthur. 
Texas, in the very heart of the oil fields and on the Gulf Intracoastal 
Waterway—a very important element of our inland waterway system, 
is $15.60 per net ton. The barge, all-water rate between the same two 
points, Pittsburgh and Port Arthur, Texas, including terminal and 
delivery charges, is $9.91 a net ton, or a saving of $5.69 a net ton of 
pipe. 

These same savings in freight charges result from the shipment of 
iron and steel pipe from Pittsburgh to Houston, Texas, and compara- 
ble savings in freight charges on shipments destined to New Orleans, 
Memphis and other cities where iron and steel pipe are used or dis- 
tributed from in large volume. These reduced freight charges have 
an important effect upon the cost of producing and distributing petro- 
leum products, the use of which is a ‘‘must’’ in our American Economy. 


Petroleum 

And speaking of petroleum and petroleum products—these com- 
modities move over the inland waterway system in ever increasing 
volume. Hundreds of thousands of barrels of gasoline and other petro- 
leum products, including crude petroleum, are loaded and unloaded on 
the navigable inland waterways every day of the year. 

The reason therefor is the same as in the case of other materials 
and comodities mentioned; it is the low cost of transporting by the 
barge and towboat method that brings the heavy petroleum traffic to the 
rivers and intracoastal waterways. 

The most important part of the sale of most commodities and of 
most goods is their distribution, the moving of them from where they 
are produced, processed or manufactured to where they are consumed, 
where they are used by the people, the general public. 


Privatly Owned Barge Lines 
Yes, water transportation is cheap transportation and it is reliable 
too. The privately-owned, privately-financed and privately-managed 
domestic water carriers are alert and progressive. As good business men 
conducting their own businesses in which their own money is invested, 
they realize and appreciate that shippers are entitled to and demand 
good service —reliable service. Domestic water transportation — the 


barge lines have ‘‘grown up’”’ and are now a most important element in 
the transportation economy of this great nation. 


Barge transportation on the inland waterway system has come a 
long way in the last quarter of a century. Its development and recog- 
nition has not been easy—it has had hard ‘‘going’’, but has ‘‘come 
through’’ with triumph. The inland water carrier and operator indus- 
try is especially preud of its record of performance in the War that 
ended V-J Day. It provided transportation services to the United:States 


and her allies that could not have possibly been furnished by any other 
type of transportation. 


SNYDER OPPOSES COASTWISE SHIP RATE RAISE 


John W. Snyder, Reconversion Director, called the War 
Shipping Administration’s efforts to raise ocean freight rates 
in the territorial trades “inconceivable,” and urged steamship 
lines. to postpone voluntarily the increases, adding that the 
W. S. A. should continue to operate ships in the territorial 
trades, at a loss if necessary. Specifically, he disagreed with 
the proposed 25 per cent increases in the Puerto Rico trade. 

The reconversion director told W. S. A. that service should 
be resumed immediately and the rate question taken up later. 
In instances where new tariffs have been filed by steamship 
companies, the W. S. A. should ask that private operators 
withdraw or voluntarily agree to postpone the effective dates 
of the tariffs. He asked a four-month postponement of effective 
dates for the rate increases in territorial trades. 

The companies involved are reported agreeable to post- 
Poning effective dates until they are able to determine total 
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operating expenses. These will then be presented to W. S. A., 
and a new proposal made. W. S. A., it is understood, has 
nothing in the way of a yardstick by which to base rates for 


private operation because the W. S. A. operation has been on 
a different scale. 


Handicaps Faced by American Ships 
Outlined by Shipowners 


Passenger ship accommodations not yet available to 
meet demands of tourists. Reconversion to peace- 
time pursuits delayed. Improvement in conditions 
predicted for late 1946. American support for ships 
asked 


Many travel-hungry Americans will be disappointed this 
summer by the lack of passenger ship accommodations, despite 
the fact that American shipowners are rushing reconversions 
of war-used ships and building new ones, says the National 
Federation of American Shipping. 

The federation, spokesman for American shipowners, said 
their member passenger ship lines stood to lose millions of dol- 
lars in revenue at the very time that the industry was sorely 
put to recover from protracted wartime operations. It added 
there probably existed the greatest potential tourist movement 
in the nation’s history. 

Analyzing the current situation and outlook for the fu- 
ture, the federation said: 


Such a discouraging outlook does not imply there will be no service 
whatever. A number of lines will offer limited services within the next 
few months to the Caribbean, Central an South America, but will not 
be anywhere near sufficient to meet the unprecedented demands built 
up by four years of travel denial occasioned by the war. 


Turning to the reasons, the federation explained that while 
other American industry started reconversions the day after 
Japan’s surrender, a large part of the merchant marine was 
still engaged in errands of mercy and relief to a distraught 
world, and that government’ controls were still in effect for 
hundreds of vessels. 

Exposing, as it said, the fallacy of utilization of some of 


pv thousands of surplus merchant ships, the federation de- 
clared: 


Many of the thousands of ships, built by the government during 
the war cannot answer the need. American travelers are demanding. 
They want and, under American standards, should receive the best. 
Shipowners are planning to obtain new ships, and to thoroughly 


reconvert others to meet the type of service expected by American 
travelers. 


Turning to ship reconversions, it said: 


Reconverting a troop transport or a hospital ship under conditions 
of strikes and shortages of materials has been a difficult and dis- 
couraging task. One large passenger ship under reconversion needed 
several thousand yards of carpeting but could obtain only a few hun- 
dred yards. Shortages range from steel and plumbing to electrical 
fixtures and scores of other items vital to the high standards of safety, 
comfort, convenience and sanitation the traveler has always received 
in American built and operated vessels. 


Although painting an unfavorable picture for the immediate 
future, the federation said that by fall of this year the outlook 
for passenger ship travel would be considerably improved. 
From then on new vessel construction and extensive recon- 
versions of returned troop transports and hospital ships would 
be speeded materailly. 

A dozen or more American shipowners were planning to 
obtain upwards of 90 new passenger and passenger-cargo com- 
bination vessels with total accommodations for 15,000 persons, 
it said. Other steamship.owners also had forward-looking plans, 
it added. In some cases the new vessels would double pre-war 
speeds, will incorporate the most modern technological advances 
such as air-conditioning, glassed-in promenades, intra-ship tele- 
phones and indoor swimming pools, it said. Several ships with 
such innovations would be ready by fall. 

In outlining the prospects for the maintenance of an ade- 
quate American merchant marine, the federation said this would 
be governed by several factors, as follows: 


1() All Americans must wholeheartedly support their merchant 
marine. Ships alone will not assure the United States an adequate 
merchant marine. Ships must have cargoes and passengers. It will 
take public support, and conviction of the need, to keep the American 
flag sailing on all the seas. 

(2) American steamship lines must be permitted to offer overseas 
air services to the traveler who wishes to avail himself of both sea 
and air service on one ticket. The American public cannot be denied 
such service if foreign steamship lines are permitted to offer it. 

(3) Commercial, tourist and student travel in the Western Hemi- 
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sphere must be encouraged by simplifying and speeding up the issuance 
of passports and other necessary documents of identification. Visas 
must be abolished for the purpose of travel for business, pleasure and 
study. 


Maritime Strike Threatens 
Says A. M. M. Institute 


A spokesman for the American Merchant Marine Institute 
at New York last week described the labor picture in the mari- 
time industry as “cloudy.” The institute is now negotiating 
with the National Maritime Union, but the union is holding 
firm in demand for a 30 per cent wage increase. 


The Institute points out the fact that seamen were granted 
wage increases amounting in many cases to 45 per cent only 
last year. 


While negotiations were in progress, a general strike of 
175,000 seamen, stewards, engineroom workers, radio operators, 
and longshoremen was outlined this week by representatives 
of five east and west coast marine unions, among them the 
National Maritime Union. 


According to Joseph Curran, president of the National 
Maritime Union, and Harry Bridges, president of the Interna- 
tional Longshoremen’s and Warehousemen’s Union, the strike 
would halt between 85 and 90 per cent of all United States 
shipping. Mr. Bridges claims that the strike would receive sup- 
port from seamen of the U. S. S. R., France, Sweden, Norway, 
Denmark, Great Britain, Australia, and other foreign countries. 

The five unions represented in the general strike threat, 
were in addition to the N. M. U. and the I. L. A., the Marine 
Cooks and Stewards, the Pacific Coast Marine Firemen, Oilers, 
Watertenders and Wipers, and the American Communications’ 
Association. 


Further complicating the troubled labor picture is a pros- 
pect of a bitter jurisdictional fight among unions. The above 
unions, to be joined by the Inland Boatmen’s Union and the 
National Marine Engineers’ Beneficial Association, will hold a 
joint convention in San Francisco May 6, at which time plans 
will be considered for the formation of a single overall mari- 
time organization, under the banner of the C. I. O. 

Meantime, the A. F. L. is planning to counteract the pro- 
posed federation with a super union of its own. Harry Martin, 
president of Masters, Mates, and Pilots of America, has urged 
William Green, president of the A. F. L. to call a meeting of 
all A. F. L. maritime unions on or before May 2. It is pro- 
posed to weld the Sailor’s Union of the Pacific, Seafarer’s 
International Union, International Longshoreman’s Association, 
and the Brotherhood of Teamsters. 

Men in the industry fear that the operators may be caught 
in the middle of the battle between unions. Simultaneously, 
the National Maritime Union has announced that it will hold 
a strike vote beginning on May 4 and continuing until June 11. 


LIBERTY SHIPS CARRY GRAIN TO FRANCE 


The Department of State and the War Shipping Adminis- 
tration have announced that the first three United States Liberty 
ships to load Russian grain for France, the Henry V. Alvarado, 
the R. M. Williamson, and the Fisher Ames, have sailed from 
Odessa carrying 25,531 tons of wheat and barley, bound for 
Marseille. Six other W. S. A. vessels arriving at Odessa with 
relief cargoes for the U. S. S. R. were scheduled to load grain 
and were expected to sail in April, said the announcement. 
Three more steamers were expected to be available for loading 
late in April, it said. 


FIRST SHIPS SAIL FROM EUROPE FOR CHICAGO 


Two ships operated by the Norwegian Fjell Line have left 
European ports for Chicago. The vessels are the Rutenfjell, 
which left Rotterdam April 3, and the Ornefjell, which sailed 
from Bergen, Norway, Avril 12. Liners owned by the Dutch 
Oranje Line are scheduled to depart shortly. Overseas Ship- 
ping, Inc., agents for the Oranje Line in the United States, an- 
nounce that the Prins Willem Van Oranje is scheduled to ar- 
rive in Chicago May 15 from Rotterdam. 


ARGENTINE EXPORT RESTRICTION LIFTED 


The way has been paved for resumption of normal trade 
with Argentina by removal of that nation from the list of coun- 
tries to which special restrictive export regulations apvly. Ac- 
cording to the office of international trade, Department of 
Commerce. 

General license privileges enabling exporters to ship freely 
to most countries U. S. commodities that were not in short 
supply, were now extended to include Argentina, said the O. I. T. 

Only countries remaining on the restricted list were Spain, 
and its possessions, the possessions of Germany and Japan, and 
Andorra, Austria, Bulgaria, Hungary, and Romania, said the 
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O. I. T., adding that no private trade whatsoever was permitted 
with Germany and Japan. 


MERCHANT SEAMEN TRAINING 


To relieve an acute shortage of deck and engineer officers 
on merchant ships, the U. S. Maritime Service Officers’ Ugrade 
Schools are offering license preparation training to men with 
sea experience in both the naval and merchant services, the 
War Shipping Administration has announced. 


MARITIME PILFERAGE BUREAU REVIVED 


The Post-World-War-1 Bureau for the Suppression of Theft 
and Pilferage, Inc., was revived April 16 at a meeting held at 
the Maritime Exchange, New York. The bureau has been re- 
vived to put an end to the wave of theft and pilferage which 
has plagued the New York waterfront. 

Officials of steamship lines, marine underwriters, railroads, 
motor carriers, federal and municipal agencies, stevedores, 
shippers, and a wide variety of other enterprises unanimously 
voted to revive the bureau, following the presentation of a reso- 
lution by Edward J. Barber, president of the Maritime Asso- 
ciation of the Port of New York, sponsor of the meeting. The 
bureau had ceased to function in 1930. 

Among the speakers at the meeting, attended by more than 
250, were R. J. Baker, secretary-treasurer of the American 


‘Merchant Marine Institute; Harry M. Durning, United States 


collector of customs for New York; Captain H. R. Bishop, At- 
lantic Coast director of W. S. A.; C. H. Callaghan, executive 
vice-president of the Maritime Association of the Port of New 
York, and C. R. Haffenden, New York City commissioner of 
marine and aviation. 


VESSEL ENTRANCES AND CLEARANCES 


The Department of Commerce has issued tables showing 
the number and net registered tonnage of American and for- 
eign dry-cargo and tanker vessels with cargo and in ballast 
entering and clearing the United States in the foreign trade for 
January, and indicating also the customs districts and principal 
ports at which these vessels entered and from which they 
cleared. 

According to the tables, a grand total of 604 American and 
492 foreign vessels of 2,208.000 and 635.000 net registered tons, 
respectively, entered in ballast, and 683 American and 953 
foreign vessels, with 2,250,000 and 910,000 tons, respectively, 
entered with cargo. 

A grand total of 431 American ships and 818 foreign ships, 
of 1,406,000 and 404,000 net registered tons, respectively, cleared 
in ballast, and 830 American and 669 foreign shins of 3,250.000 
and 1,318.000 tons, respectively, cleared with cargo, according 
to the tables. 


GRACE LINE’S SANTA LEONOR 


Grace Line’s first ship to return to private operation, the 
C-2 freighter “Santa Leonor,” left New York April 19 with a 
full load of general cargo and nine passengers for Panama, 
Colombia, Ecuador, Peru, Bolivia and Chile. The company 
has ten other “Santa” ships under charter to the War Shipping 
Administration. 


GREAT NORTHERN REFRIGERATOR CARS 


The first six of 50 additional refrigerator cars designed 
especially for handling frozen food shipments have gone into 
service on the Great Northern Railway. The 50 cars are being 
converted for frozen food transportation by the Western Fruit 
Express Co., refrigerator car subsidiary of Great Northern, at 
the rate of two a week. When the work is completed, at a 
cost of $101.000. the Great Northern will have a total of 101 
heavily insulated refrigerator cars for moving frozen foods. 


MILWAUKEE ROAD’S FIRE PREVENTION AWARD 


For having the best fire prevention record last year of any 
of the 18 divisions of the Milwaukee Road’s system, officers and 
employes of the Twin City terminal division were honored 
at a luncheon in Minneapolis. April 23. D. T. Bagnell, general 
superintendent, accepted a silver trophv cup on behalf of all 
of the division employes. from J. T. Gillick, of Chicago, vice- 
president of the railroad. Governor Thye of Minnesota, and 
other state and city officials, atterided. 


BRANIFF RATES ON COTTON CUT 


Air freight rates for cotton samples will be greatly re- 
duced over the Braniff Airways system, May 19, when a fourth 
Class commodity rate filed by Braniff with the Civil Aeronau- 
tics Board becomes effective. according to Charles E. Beard, air- 
line vice-president. Under the new tariff, 100 pounds of cotton 
samples could be shipnved from Fort Smith, Ark., to Memphis 
for a total charge of $4.70 in less than two hours’ flying time. 
This represents a reduction of $2.00 under the present rate. 
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C. A. B. Asked to Deny American 
Control of Mid-Continent 


Denial of an application of American Airlines, Inc., for ap- 
proval of acquisition of control or merger of Mid-Continent 
Airlines, Inc., by American, has been recommended by Exami- 
ners William F. Cusick and J. Earl Cox in a proposed report 
to the Civil Aeronautics Board in No. 2068, American Airlines, 
Inc. Acquisition of Mid-Continent Airlines, Inc. 

Approval, said the examiners, would result in the board 
sanctioning payment of an excessive price for Mid-Continent’s 
certiticates. ‘Lhe system of Mid-Continent joined to that of 
American would not form an integrated pattern of service, con- 
tinued the examiners, adding that the diversion from other car- 
riers would have an unhealthy and detrimental effect on their 
operations. The examiners said enlargement of American’s com- 
petitive position in the industry would unbalance the domestic 
air-transportation pattern. 

“A careful weighing of all the evidence of record fails to 
reveal that such benefits as may accrue from the proposal over- 
balance the material injuries which will result therefrom,” said 
the examiners. 

It did not appear from a consideration of all the factors, 
said the examiners, that Mid Continent’s future prospects were 
perceptibly dimmer or brighter than those of any other carrier 
in the industry, or that disapproval of the application would 
spell disaster to it as an operator. They said Mid-Continent 
might, of course, be faced with certain problems characteristic 
of most any business, but that there was nothing in the record 
that established the insuperability of such obstacles as would 
prevent it from achieving success as an independent carrier. 


AIR MAIL REROUTING—CINCINNATI-PARKERSBURG 


The Civil Aeronautics Board has issued a temporary ex- 
emption order permitting All American Aviation, Inc. to trans- 
port mail and property by air between Parkersburg, W. Va. 
and Cincinnati, O., via Ravenswood, W. Va., Pomeroy, O., 
Athens, O., Wellston, O., Jackson, O., Gallipolis, O., Hunting- 
ton, W. Va., Ashland, Ky., Ironton, OU., Greenup, Ky., 
Portsmouth, O., Maysville, Ky., and Georgetown, O., for such 
period as service to Huntington by other certificated carriers 
was suspended. The C. A. B. said American Airlines, Inc., had 
suspended service to Huntington, because of airport conditions, 
thereby temporarily depriving All American Aviation of a con- 
necting airline service at the Huntington route terminal for 
transfer of air mail and air express. 


Air Certificate Applications 


Pioneer Intermountain Airways, Washington, D. C., has 
asked the Civil Aeronautics Board, in No. 2280, for authority to 
transport cargo-freight by air between the terminals, San Fran- 
cisco, Calif., and Pembina, N. D., San Francisco and Houston, 
Tex., Seattle, Wash., and Houston, San Diego, Calif., and Den- 
ver, Colo., and San Francisco and Portland, Ore., via specified 
intermediate points. 

Authority to inaugurate helicopter transportation of prop- 
erty and mail, scheduled and non-scheduled, between the Los 
Angeles, Calif., municipal airport and points in the Los Angeles 
metropolitan area, has been requested by Charles H. Babb, do- 
ing business as Terminal Airlines, Glendale, Calif., in No. 2278. 

United Airlines, in No. 2284, asks authority to extend its 
route No. 1 to Los Angeles from Omaha, Neb., 1,326 miles, from 
Denver, 848 miles, and from Cheyenne, Wyo., 894 miles, for 
scheduled transportation of persons, property and mail. 

Pilots and technicians who served in the armed forces would 
be used exclusively by Capital Airlines, Inc., Jackson, Miss., 
in a proposed scheduled air transportation of persons, property 
and mail, according to that company’s application in No. 2282. 
A majority of the stockholders were also former members of 
the armed forces, said Capital. Its route would extend from 
Jackson to various Mississippi, Arkansas, Alabama, Georgia, 
Florida, and Tennessee points, said the applicant. 

Additional applications for air-transport authority were 
filed with the C. A. B. as follows: 


No. 2275, Charles A. Johnson and Paul D. Grossnickle, 


Milton, 
W. Va., non-scheduled, persons and property, 


between Huntington, 
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W. Va., and Washington, D. C., via Charleston and Elkins, W. Va., 
and charter service. 

No. 2276, Pan American Airways, Inc., exemption order authorizing 
service to the Azores through Santa Maria in lieu of Horta. 

No. 2277, United Air Lines, Inc., non-stop service between Allen- 
town, Pa., and Detroit, Mich. 

No. 2279, Pan American Airways, Inc., exemption order authorizing 
service to London, Eng., through use of the airport at Heathrow or 
other suitable airport. 

No. 2281, Linea Aeropostal Venezolana, Caracas, Venez., foreign air- 
carrier permit, persons, property and mail between Maiquetia, Venez., 
Havana, Cuba, and Miami, Fla., and between Maiquetia, Havana, New 
York, and Montreal. , 

No. 896, Southwest Airways Co., Beverly Hills, Calif., amendment 
No. 1, scheduled, property and mail by helicopter between Los Angeles 
and Van Nuys, Calif., Los Angeles and Monrovia, Calif., Los Angeles 
and Santa Ana, Calif.,-Los Angeles and Ontario, Calif., via specified 
intermediate points, and between Los Angeles municipal airport and 
Los Angeles terminal annex post office. 


The C. A. B. said it had been advised that Durham-New 
York Helicopter Service, Inc., East Durham, N. Y., had changed 
its name to Iroquois Airlines, Inc. (No. 1437). 


Aviation Development Program 
Urged in N. P. A. Report 


Says we have entered “air age” and should aim at 
its most rapid development. Aviation seen as effec- 
tive instrument for national defense and as opening 
possibilities of commercial and personal transporta- 
tion that may revolutionize our ways of living 


The board of trustees of the National Planning Association, 
a private organization of Washington, D. C., in making public 
“National Policy for Aviation,” a 68-page report of the N. P. A. 
advisory committee on the aircraft industry, recommended 
adoption of an integrated program for the future development 
of aviation and the maintenance of a strong aircraft industry. 

It said the report was the result of more than a year’s study 
on the three main aspects of aviation—aircraft production, the 
air forces and air commerce. The committee, composed of rep- 
resentatives concerned with aviation from business, labor and 
government, was originally under the chairmanship of Dr. 
Edward Warner, when he was vice-chairman of the Civil Aero- 
nautics Board. On his resignation William A. M. Burden, 
Assistant Secretary of Commerce with jurisdiction over air 
matters, became chairman of the committee. H. Christian 
Sonne is chairman of the board. 

“Aviation is an effective instrument for the national defense 
and the internal control of aggression,” said the board of trus- 
tees. “It also opens possibilities of commercial and personal 
transportation which may revolutionize our ways of living. Our 
aviation policies—or lack of them—therefore will affect vitally 
international security and the economic development of the 
nation and the world. In planning for aviation, we should rec- 
ognize that we have entered the air age and should aim at its 
most rapid development.” 

Without approving the committee’s recommendations in 
detail, the board said it found itself in general agreement with 
the principles set forth by the committee. On its own part, 
it said, it emphasized the following views: 


Aviation policy has two facets—one military and one civil. While 
civil aviation is increasing rapidly, it must be remembered that the 
technical developments which placed the United States in a leading 
position in international aviation stemmed in large measure from gov- 
ernment procurement for military aviation. A sound national policy 
relative to military aviation, coupled with the increasing development 
of civil aviation, should make possible a healthy aircraft industry and 
keep the United States in the leading position it now occupies in inter- 
national aviation. 


Military Aviation 


Neither the N. P. A. advisory committee on the aircraft industry 
nor the board of trustees makes any assumption as to the size of the 
military air forces. 

It is fortunate for the United States that a competent official group 
of the War, Navy, and Commerce Departments has prepared recom- 
mendations as to the size and importance of military aircraft procure- 
ment, We express the hope that similar farsighted planning will soon 
occur in and between other governmental agencies concerned with 
military policy. The air coordinating committee report of October 22. 
1945, established a minimum procurement program for aircraft, outlined 
means of maintaining the expansibility of this industry, and proposed 
a program of research and development. The report was based on 
extensive field work and basic studies furnished by the industria 
planning group of the Air Technical Service Command. The latter group 
is now actively carrying on part of the further industrial planning pro- 
gram proposed in the study. This report has not yet been implemented 
by the government. 

We join the advisory committee in its belief that the Congress, the 
army, and the navy should give immediate and full consideration to 
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the report of the air coordinating committee. We share the concern 
of the advisory committee over the fact that current aircraft procure- 
ment has fallen so far below the minimum requirements established 
by the air coordinating committee. 

We should not let our security standards fall below the minimum 
set by the most authoritative judge of such needs. However, in the 
belief that ultimately all authority for military aviation should be sub- 
ject to international control, we agree with the advisory committee that 
the United Nations Organizations should be strengthened to provide 
eventually such control. 

The development of the atomic bomb has created considerable 
speculation as to the effect which that weapon may have on the present 
concept of military air power. We agree with the committee’s conclu- 
sion that the atomic bomb, in its present stage of development, must 
be regarded as an instrument of air power and not as a substitute 
for it.* 





*Just why is the atomic bomb cited as supporting an aviation pro- 
gram? Some of the most gruesome aspects of the bomb are not associ- 
ated in any way with aviation.—Morris L. Cooke (member of board). 


Civil Aviation 

The development of commercial and personal flying will soon bring 
many changes in our ways of life. 

Common-carrier airline service will make it possible to spend a 
business day at a place a thousand miles distant without spending 
a night away from home. Its operations already include overnight and 
coast-to-coast trips. It will bridge the oceans and bring once remote 
places closer to our doors. 

Constantly improving facilities and decreasing cost of airline travel 
will bring long-distance travel within the time and means of the aver- 
age citizen. It will become as commonplace as automobile travel is 
today for shorter distance. 

While commercial airlines will furnish long-range travel accommo- 
dations and private automobiles will remain the major mode of trans- 
portation for short-distance travel, personal flying can fill many in- 
between needs. It will provide the freedom given by the car without 
the automobile’s limitation of speed and range. As in airline travel, 
the cost curve for personal flying will go down. 

Increased flying depends on more airports, on better aircraft, on 
lower costs, 6n greater safety. Increased flying, in turn, can make all 
these factors more easily attainable. More flying means more sales of 
gas and oil by the airport operator. It means more students who will 
learn to fly. It means more guests at the airport restaurant, more me- 
chanics at the hangars. It means more sales rooms, more shops, more 
hotels, more recreational facilities. It will mean more jobs. 

It should be our national policy to help speed up this process. 

A great need axists for a factual and analytical study to clarify 
the problem of sibsidy vs. self-support in civil aviation. Such a study 
is needed because it is now not clear what share of the cost of con- 
structing and operating public airports, airway facilities, and other 
items of air navigation, properly can be allocated to civil aviation and 
what part of this cost should be borne by the taxpayers. Similar ques- 
tions arise with respect to air-mail pay. 


Research and Development 


The development of aviation described above is well within our 
reach even with our present technological knowledge. It will be accel- 
erated through the application of further research. The aeronautical 
sciences are now entering a period of very rapid development. We may 
expect more aeronautical progress within the next 10 years than we 
have seen in the last 30. Constant and extensive research and develop- 
ment are essential to our economic progress and to military security. 

America’s leadership in aeronautical development will be largely 
the result of constant teamwork between government, science, and 
industry. The board of trustees feels that a continuation of this team- 
work is essential for the future. 


Summary for Action 
The N. P. A. board of trustees, therefore, recommends the following 
action: 
1. In regard to military aviation policy: 


Continue planning on the model of the air coordinating committee 
report. 


2. In regard to civil aviation policy: 

A. Develop airports aid airways, pilot training, and air education; 
encourage air-mail and intercommunity air transportation. 

B. Analyze and evaluate the economic and social effects of civil 
aviation. 

In regard to aviation as a whole: 

A. Foster technological research and development. 

B. Replace piecemeal planning by a comprehensive national 
over-all aviation policy. 


Committee Recommendations 


The proposed program submitted to the N. P. A. board by 
the advisory committee includes, among others, the following 
recommendations: 


A research and development program of the size and scope required 
to develop and produce continuously improved aircraft and to expand 
production to meet any future emergency requirements; 

Establishment of a National Research Foundation to coordinate 
scientific research and education activities; 

A military aircraft procurement program along the lines recom- 
mended by the Interdepartmental Committee for the Demobilization 
of the Aircraft Industry; 

Air parcel post, and the dispatch of first-class mail by air without 
surcharge; 

Encouragement of local intercommunity air transportation by sub- 
sidizing a limited number of local experimental services in each of the 
major areas of the country; 


¢ 


TRAFFIC WORLD 


Removal of restrictions limiting commercial rights in international 
air commerce; 

Promotion of unscheduled commercial and private flying through 
the provision of carefully planned and located airports and facilities, 
research and experimentation with respect to smaller types of airplanes, 
and research on improved methods of pilot selection and training, with 
proper participation by the federal government; 

A civilian pilot training program for college-age youth to be under- 
taken’ by the Civil Aeronautics Administration; 

Liberal policies with respect to licensing, for export and for manu- 
facture abroad, of the latest and best designs, to the extent consistent 
with national security; 


Federal assistance in making aeronautical training in this country 
available to nationals of friendly foreign countries; and 

Disposal of surplus aircraft and plants in such a way as to preserve 
the capacity of our permanent aircraft manufacturing industry for re- 


search, development, and production of aircraft and aeronautical devices 
of the latest types. 


In its discussion of measures for insuring the ability of the 
aircraft industry to expand production to meet any future mo- 
bilization requirements, the committee points out that ‘it must 
be understood clearly that all such measures will be fruitless 
unless the means exist for producing and fabricating such basic 
materials as aluminum, magnesium, rubber, steel and the like, 
in the rapidly increasing quantities that would be needed in an 
emergency. No disposal of the government’s war plants or pro- 
duction equipment for such basic supply industries should be 
made without full prior provision for meeting the needs, in a 


future emergency, of the armed forces and of essential civilian 
industries.” 


UNITED’S PICKUP AND DELIVERY SERVICE 


In the 17 states served by United Air Lines, there are 
19,267 communities entirely dependent upon the motor vehicle 
for movement of freight and passengers, states Melvin T. 
Brockman, superintendent of air truck service for the air 
line. To:penetrate the potential off-airline air freight market, 
United is working with over-the-road carriers to help sell air 
freight service to their established accounts. The common car- 
rier serving the small off-airline communities within a hun- 
dred-mile radius of the airport is the most valuable to the air- 
line, says Mr. Brockman, adding that his company has pio- 
neered in the use of local cartage companies to perform pickup 
ang delivery service. 


Washington-Madrid-Lisbon 
Trans-World Service Begins 


Trans-World Airline will complete the major stage of its 
initial international route expansion program next month when, 
within three days, it inaugurates two new American services 
across the Atlantic, T. B. Wilson, managing director of T. W. 
A.’s international division, has announced. 

On May 1 T. W. A. will start the first U. S. air service 
from Washington to Madrid via Lisbon. The flight will extend 
on to Rome where it joins the northern T. W. A. route from 
Paris and continues on to Athens and Cairo. Two days later, 
May 3, T. W. A. will start the first direct route from Chicago 
to Paris, Rome, Athens and Cairo. 

Each of these services will be in addition to T. W. A.’s pres- 
ent daily flights to Paris from the United States and other 
weekly or semi-weekly flights to Geneva, Rome, Athens and 
Cairo. The flights to Lisbon and Madrid originating from Wash- 
ington and New York and the service from Chicago. to Cairo 
will each be weekly schedules. 

With the start of these two services, T. W. A. will have 
put into operation all segments of the first half of its inter- 
national route. Cairo is the present eastern terminus. Within 
a few months, the airline expects to begin operation of the re- 
mainder of the foreign route on to India from Cairo via Pales- 
tine, Iran, and Saudi Arabia. In addition, an application is 
pending before the C. A. B. to carry this route from India 
around the rest of the world via China, Japan and Alaska back 
to the United States by way of Seattle and Chicago. Present 
western terminus of the airline is San Francisco. 

One-way fares from Chicago, pending Civil Aeronautics 
Board approval, will be $364 to Shannon, $405 to Paris, $501 
to Rome, $592 to Athens, and $689 to Cairo. These are exclu- 
sive of the 15 per cent federal tax. Round trip fares are 
double the one-way fare less 10 per cent. 

Proposed fares from New York to Lisbon are $375 and 
Madrid $419, plus tax and less 10 per cent on round trips. 
Fares to other points are the same as now in effect on the 
service via Paris. 

Transcontinental & Western Air, Inc., has announced that 
“a tremendous expansion of its routes to approximately 25,000 
transcontinental and foreign air miles has caused it to reinter- 
pret its famous three-letter insignia as “Trans World Airline.” 

“While the company remains legally Transcontinental & 
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Western Air, Inc., it has sponsored widespread use of the new 
slogan as its popular denomination,” it said, adding: 


“Trans World Airline’ aptly describes TWA, which now offers in 
addition to its transcontinental flights,. daily 17-hour service to Paris 
and regularly scheduled flights to Geneva, Rome, Athens, and Cairo. 

Certificated routes reaching to the tip of India have been granted 
TWA and applications to extend service the rest of the way around 
the world are pending. 

Change of the legal title of TWA would involve many factors—the 
approval of stockholders, the Civil Aeronautics Board, and, in the case 


of international certificates, the formal approval of the President of 
the United States. 


NEW AMERICAN AIRLINES AIRFREIGHT RATES 


The four-class varying airfreight rate system will be 
eliminated and a new rate structure bringing substantial sav- 
ings to those who ship by air will go into effect April 26, 
American Airlines has announced. 

Hereafter rates will be on a one-class basis with an aver- 
age rate of 26.5 cents a ton-mile, not including pickup and de- 
livery. Savings up to 20 per cent will be in effect for volume 
shipments, said the company, announcing the following scale: 


Weight Average Rate Saving 

100 to 499 lbs. 26.5 cents base rate 
500 to 999 lbs. 25.6 cents 3.3 per cent 
1,000 to 1,999 lbs. 24.7 cents 6.7 per cent 
2,000 to 2,999 lbs. 23.0 cents 13.3 per cent 
3,000 lbs. and over 21.2 cents 20.0 per cent 


Under the old rate structure, airfreight rates were divided 
into four classes, with the following rates per ton mile: Class 
A, 53 cents; class B, 45 cents; class C, 38 cents, and class D, 31 
cents. Most freight was carried in class D, including such 
commodities as fruits, vegetables, berries, automobile and air- 
craft parts, books, maps, newspapers, magazines and machine 
parts. 

Savings between the old and new rates will vary consider- 
ably depending upon the distance flown and weight of the 
shipment, the company said. ‘ 


Agriculture Department Expert 
Appraises Transport Services 


Movement of agricultural raw commodities and food- 
stuffs seen hampered by car shortages and other 
difficulties affecting transportation. Motor truck sit- 
uation said to be more promising. Container situa- 
tion “about as bad as ever” 


“Last fall’s expectations of an easing of railroad car short- 
ages and other wartime transportation difficulties by this spring 
have not been fulfilled as far as the movement of agricultural 
raw commodities and foodstuffs are concerned,” said J. C. 
Winter, marketing facilities branch of the Department of Agri- 
culture’s production and marketing administration, in an ap- 
praisal of transportation prospects this season. 

“True,” he continued, “there have been more truck tires 


and parts, and some improvement in the number of new motor 
trucks available. But the gains have not been enough to offset 


increased transportation demands and the continuing deteriora-/ 


'tion of carrier equipment.” 


Writing in the April issue of the department’s “ i 
cultural Situation,” Mr. Winter said _that in the case of re- 
frigerator~-cars;-for example, the country began the war with 
approximately 146,000 railroad and privately owned cars, but 
that wartime wear and tear resulted in net retirements of more 
than 2,000 cars each year since 1941 because it was not pos- 
sible to build many new ones during the war. Today, he con- 
tinued, there were fewer than 136,000 cars, including special 
types not adapted to the protection of fresh fruits and vege- 
tables. Bad order refrigerator cars were increasing, said he, 
and the production of perishable commodities was increasing. 

Approximately 1,000 new refrigerator cars were on order, 
said he, but it was not probable that the new cars would do 
more than meet the retirement of worn-out cars this year. 
No permanent relief might be expected from the refrigerator 
car shortages until the basic trouble—lack of an adequate 
humber of useful refrigerator cars—was corrected, or until 
sufficient refrigerator trucks could be manufactured to handle 
a portion of the traffic. 


Box Car Shortage 


“A shortage of box cars for the movement of grain, grain 
products and other nonperishable foods has also seriously 
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hampered the much needed movement of these commodities,” 
said he, adding: 


Here again, the problem is a smaller number of box cars in service, 
although in less serious measure than refrigerator cars. But more 
important than numbers is the fact that, of the cars in service, the 
proportion suitable for grain and food loading has declined. Although 
no one knows exactly what proportion of the total box car supply is 
of the tight, leakproof type required for grain, before the war it was 
considered to be about 60 per cent. During the war, cars were used 
indiscriminately by heavy industry for the loading of munitions and 
other freight likely to damage box car linings and floors, and by the 
first part of 1945 it is estimated that the number suitable for grain was 
down to approximately 50 per cent of the total. In March, 1946, it is 
believed that about 45 per cent of the total were suitable, or could 
be made so with mincr repairs and coopering. 

Live stock transportation equipment i$ adequate to meet prospective 
requirements, particularly in view of current feed shortages and the 
smaller numbers of live stock expected from farms. 

The railroad troubles have not all been because of the smaller 
number of useful cars in service. Much of the difficulty has been 
attributed to the widespread adoption of the five-day week in industry, 
which has slowed the loading and unloading of cars, as well as to 
absenteeism and labor troubles among railroad employees. 

It should not be forgotten that many of the wartime controls re- 
quiring maximum loading of cars by shippers, penalty demurrage, 
limited hold. and reconsigning privileges and similar restrictions are 
still in effect, but are necessary to enable the railroads to handle their 
present volume of traffic. The end of those restrictions is not in sight. 


Motor Truck Situation 


The motor truck situation is more promising. Production of com- 
mercial motor trucks for civilian use, seriously restricted during the 
war, began to roll in volume last October, and despite labor troubles 
and material shortages, an average of abqut 45,000 units a month were 
produced from October through February.. Recent settlement of many 
major labor disputes may mean a larger output in the months ahead 
provided further labor troubles do not seriously disrupt the flow of 
parts and raw materials to truck manufacturers. But it will take time 
to build up inventories in order to meet requirements fully, particu- 
larly in the light and medium truck field most important to agriculture. 

Truck-part output generally has been adequate, though battery 
production is barely sufficient to meet minimum needs because of lead 
shortages. However, this problem is expected to improve. Current 
truck tire production is sufficient to meet demand, but there has been 
little margin, and it will take time to fill inventories to the point where 
they are in free supply. ? 


Water Transportation 


Some relief to domestic transportation should be found in the 
return of coastwise-and intercoastal shipping. Plenty of dry cargo 
ships are available now. While there have been sailings between the 
east and west coasts for several months and some coastwise services 
have been resumed on the Pacific, the restoration of Gulf and Atlantic 
coastwise service has been delayed due to the unwillingness of the 
operators to undertake operation under present costs because of the 
losses they fear would result. It has been proposed that these shipping 
services be begun by the War Shipping Administration, with the pri- 
vate companies operating the ships as agents for W. S. A. Efforts are 
being made to work out such an arrangement. Probably some services 
will be in operaticn between the Gulf of Mexico and North Atlantic 
ports by late spring or early summer. 

Great Lakes package freight service, discontinued during the war, 
is expected to be resumed soon. A plan is now under way to operate 
five vessels between lake ports in the transportation of flour, dairy 
products and other freight not adapted to movement in bulk cargo ships. 

The Great Lakes are very important in the movement of grain from 
northwest terminals to lower lake ports. Wheat for export will be 
transferred to rail or barge at these points for movement to North 
Atlantic ports. Grain transport on the lakes increased heavily during 
qthe war, rising from approximately 114 million bushels in 1941, in 
\—wessels of United States registry, to an all-time record of 374 million 

ushels in 1945. In those yearss almost all the United States grain 

nt into domestic food and feed channels upon arrival at Buffalo and 
other eastern lake ports. But this year exports for foreign relief will 
be an important part of the movement. The prospects are that there 
will be adequate vessels to meet all needs, and it is probable that the 
lake movement will be limited by the amount of grain available at 
west lake terminals rather than by vessel space. 


Containers—Storage 


One of the most pressing problems in the marketing of food prod- 
ucts during the war has been the shortage of almost all kinds of con- 
tainers. With continuing labor troubles and material shortages, the 
container situation is about as bad as ever, and there are no indica- 
tions that it wiil improve substantially in the near future. Shippers 
and processors would do well to secure their supplies well in advance 
of the shipping season. 

Storage facilities are generally in better shape to handle new crops 
than during the war. There should be sufficient dry storage for all 
purposes, and cooler space in cold storage warehouses is expected to 
be adequate. Freezer space is tight in some localities and it is assumed 
that area shortages may be encountered from time to time through 
the summer months. Improvement in the labor supply for handling 
stocks in warehouses and smaller amounts of some of the principal 
commodities in store have eased conditions to large extent. Over all, 


storage facilities are in a more comfortable position than they have 
been for several years. 





W. K. Tate has been elected vice-presi- 
dent—traffic, Nashville, Chattanooga & 
St. Louis Ry., 
Nashville, Tenn. He succeeds Charles 
Barham who has retired following 59 
years of railroad service, the last 48 of 
which, have been spent with the NC& 
St.L. 

* * ok 

David J. Dunn has been named traffic 
manager, RCA, tube department, with 
headquarters at Harrison, N. J. Owen 
J. David, Allen E. Gray, and John F. 
Birch have been named traffic manager 
of the engineering products department, 
the Victor Record department, and the 
home instrument section, of the com- 
pany, with offices as Camden, N. J. Gor- 
don E. Riley is general traffic manager 
for the company. 

* * * 


Frank J. Kantz has been appointed 
traffic manager, Pillsbury Mills’ Globe 
division, succeeding E. J. Forman. He 
will maintain headquarters in Los An- 
geles. 

* * * 

Harry L. White, Jr., has been elected 
president and general manager, Norfolk 
& Portsmouth Belt Line Railroad Co, 
with headquarters at Norfolk, Va. He 
succeeds M. S. Hawkins, deceased. 

* * * 


George A. Kelly has been elected 
executive vice-president, the Pullman 
Company. He succeeds Champ Carry, 
who resigned to become president of the 
Pullman-Standard Car Manufacturing 
Co, carbuilding subsidiary of Pullman, 
Incorporated. 

* * aa 

E. C. Garrabrant has been appointed 
manager, mail and express traffic, At- 
lantic Coast Line Railroad Co., with 
headquarters at Wilmnigton, N. C. 


* * * 


G. S. Walton has been appointed in- 


formation development agent, Great 
Northern Railway, with offices in St. 
Paul, Minn. Prior to his appointment 
Mr. Walton served as public relations 
director, University of Wyoming, Lara- 
mie, Wyo. 

* ok * 

Lester L. Sargent has been appointed 
district passenger agent, Louisville & 
Nashville Railroad Co., and the Nash- 
ville, Chattanooga & St. Louis Railway, 
with headquarters at Miami, Fla. J. W. 
Chaney has resumed his former position 
of City passenger agent, with these 
roads, at Miami, Fla. 

* * * 


Thomas B. Gallaher has been ap- 
pointed general passenger traffic man- 
ager, Santa Fe Railway, with headquar- 
ters in Chicago. 

* * 

V. C. Fagan has been appointed gen- 
eral agent, Missouri Pacific Lines, at 
Pittsburgh, Pa., succeeding Norton Eng- 
land, who is retiring after 41 years serv- 
ice with the company. P. B. Dudek has 
been appointed general agent, at Birm- 
ingham, Ala., succeeding Mr. Fagan. 

SS * of 

Leo A. Brown has been appointed 
general advertising agent, Wabash Rail- 
road Co., with headquarters in St. Louis, 


with headquarters at | 


following his return from service in the 
Navy. 
* * * 

James A. Roach, general freight agent, 
Chicago, Rock Island & Pacific Railway 
Co., has been appointed special repre- 
sentative, with headquarters at Chicago, 
reporting to J. W. Hill, freight traffic 
officer. 

* * *% 

Clyde W. Fiddes has been appointed 
commerce counsel, St. Louis Southwest- 
ern Railway Lines, at St. Louis, follow- 
ing his release from the Army, as execu- 
tive officer, freight traffic branch, office 
of the chief of transportation. He suc- 
ceeds B. F. Batts, who recently retired. 

* * * 


Donald C. Hull, acting chief clerk, 
traffic department, Great Western Sugar 
Co., Denver ,Colo., died suddenly, April 
20. He had been connected with the 
— department of this company since 
1914. ‘, 


* * * 


H. B. Lewis, formerly with Pacific & 
Atlantic Shippers Association, has been 
appointed assistant to the general man- 
ager, Central States Freight Service, 
Inc., with headquarters in Chicago. 

* * * 


Robert C. Joy has been appointed 
regional traffic manager, in charge of 
sales and service, Chicago region, Grey- 
van Storage, Inc., new subsidiary of 
Greyvan Lines, Inc. He will continue to 
serve in an identical capacity for Gray- 
van Lines, Inc. 

* * * 

W. Edward Zachman has been ap- 
pointed terminal manager, Cleveland di- 
vision, Standard Freight Lines, Inc. 

* * * 


United Air Lines announces the fol- 
lowing traffic department appointments: 
Gordon D. Logan, district traffic and 
sales manager, succeeding Herbert E. 
Ruprecht, who has taken over the Allen- 
town-Bethlehem district; William R. 
Patrick, district traffic and sales man- 
ager, Santa Barbara, Calif.; Ross Tay- 
lor, district traffic and sales manager, 
Pittsburgh; George Siegrist, district 
traffic and sales manager, Youngstown, 
O.; C. D. Fuelscher, district traffic and 
sales manager, Moline, Ill.; W. J. Hart- 
land, chief of cargo sales, Denver; John 
Becker, district traffic and sales man- 
ager, Cheyenne, Wyo. James A. Wotton 
has returned to his post as district traffie 
and sales manager, Newark, N. J., fol- 
lowing three and one-half years service 
in the Army. John W. Sivertsen has 
been appointed assistant to Mr. Wotton. 
John J. Farmer has been appointed man- 
ager of passenger service, at New York 
City, succeeding Ken Parratt, who re- 
signed to enter business. M. E. Innes 
has been appointed manager of passen- 
ger service, at Chicago, succeeding Mr. 
Farmer. 

* * * 

John C. Rogers has been apopinted 
district sales manager, Pan American 
World Airways, with headuarters at San 
Francisco. John Mifflin, Samuel C. 
Boardman, Matt Cullinan, Jack P. 
Lucey, John A. Moller, Wilfred Wams- 
ley, Don Barry, Miss Janet Dickenson, 


TRAFFIC WORLD 


and Miss Janet Chidester have been ap- 
pointed traffic representatives, at San 
Francisco. 

#2, # 

Colonel Fred M. Glass, war-time chief 
of staff for the Pacific division, air 
transport command, and pre-war airline 
and C.A.A. counsel, has been appointed 
vice-president of Pennsylvania-Central 
Airlines, in charge of its southern region. 


J. Prescott Blount has been appointed 
assistant vice-president, in charge of 
sales, of Slick Airways, Incorporated, 
San Antonio, Texas. 

* * * 

Robert H. Harris, who has been act- 
ing district manager of the Port of Bos- 
ton, Mass., for the War shipping Admin- 
istration, has been appointed district 
manager for that port, in the Atlantic 
coast district. 


* * 


W. A. Nugent, director of route de- 
velopment, eastern region Transcontin- 
ental & Western Air, Inc., will be the 
guest speaker at the May 6 meeting, of 
the Philadelphia chapter of Delta Nu 
Alpha, transportation fraternity. 


Pi Alpha Epsilon, transportation fra- 
ternity of Temple University, Philadel- 
phia, held its regular monthly meeting, 
April 18, at the Benjamin Franklin 
Hotel. Dr. Russel H. Mack, professor of 
economics, 'Femple University, spoke on 
“Economic Impressions of the National 
Debt—What It Means to You and Busi- 
ness.” Fred Walters presided. 


The Railway Business Women’s Asso- 
ciation of Chicago will hold its spring 
luncheon, May 11, at the Edgewater 
Beach Hotel. Miss Anne Sullivan is in 
charge of the arrangements. 


Ray De Groote, general western 
freight agent, Luckenbach Steamship 
Co., Inc., was elected a director of the 
Junior Traffic Club of. Chicago, at the 
April 18 meeting of the executive com- 
mittee. He replaces Harry W. Ander- 
son, Youngstown Sheet & Tube Co., who 
was. elected vice-president, at the re- 
cent::annual election. George A. Ro- 
docker, who was elected a director, is 
associated with the J. P. Buster Organ- 
ization, and not Foreman Sales Co., as 
stated in the April 20 issue of the Traf- 
fic World. 


The Transportation Club of the 
Rochester, N. Y., Chamber of Com- 
merce conducted a round table discus- 
sion meeting, April 25, at the Chamber 
of Commerce headquarters. 


The Traffic Club of Seattle held a 
luncheon meeting, April 22, Mrs. Anna 
Thompson Milburn, Seattle Historical 
Society, spoke on the museum for the 
preservation of the history of Seattle 
and the Northwest. 


Ann Serwan has been appointed first 
vice-president, Women’s Traffic Club of 
Metropolitan St. Louis, succeeding Della 
Semple, resigned. The regular monthly 
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meeting was held April 24, at the De 
Soto Hotel. Miss Nita Schmalle, Ar- 
thur Murray’s Dance Studio, spoke on 
“Poise.” Miss Ethel Schweppe pro- 
nounced the invocation. Misses Ir:s Mc- 
Millen and Charlotte Thomas were in 
charge of the meeting. 

The Transportation Club of St. Paul 
held its weekly luncheon meeting, April 
23, in the Hotel Lowry. The 45 mem- 
bers of the Northwest Airlines Choir 
were guests of the club. 

The Traffic Club of New York will 
hold its spring golf outing, May 2, at 
the North Hills Golf Club, Douglaston, 
Long Island, N. Y. H. C. Yerger is chair- 
man of the committee. 

The Traffic Club of Minneapolis held 
its fourth annual freight forwarders day 
meeting, April 25, at the Hotel Nicollet. 
Benedict S. Dienard. who assisted Jus- 
tice Jackson of the U. S. Supreme Court, 
at the Nerenberg trials, was the principal 
speaker. The election of directors will 
be held May 6. May 17 is the date of 
the opening golf tournament, at Golden 
Valley. The annual meeting and griddle 
cake dinner will be held May 20. 


The Los Angeles Transportation Club 
held a luncheon meeting April 22, in the 
Biltmore Hotel. James W. Harley, di- 
rector of traffic, U. S. Rubber Co., New 
York City, was the principal speaker. 
Mr. Harley spoke on “The Science of 
Industrial Traffic Management.” John 
W. Witherspoon, assistant general traffic 
manager, U. S. Rubber Co., was chair- 
man of the day. 


The Miami Valley Traffic Club held a. 


meeting, April 25, in the Miami Hotel, 
Dayton, O. Si Burick, sports editor, 
Dayton Daily News, was the principal 
speaker. Robert E. Whitmer, director 
of cargo sales, TWA, Kansas City, Mo., 
will speak at the first of a series of edu- 
cational meetings, May 27, in the Van 
Cleve Hotel, Dayton. 

The Women’s Traffic Club of Greater 
New York will hold a maypole luncheon 
bridge, May 18, at the Hotel Waldorf 
Astoria. 


The Transportation Club of Dallas 
held a luncheon meeting, April 22, in 
the Adolphus Hotel. C. B. Senter, agri- 
culture agent, Texas & Pacific Railway 
spoke on “Relationship of Railroads and 
Agriculture.” M. L. Craig was chairman 
for the day. 





The Traffic Club of Baltimore will 
hold a smoker stag, May 9, at the Alca- 
zar. Harry W. Conlan, United States 
Lines, is in charge of the affair. 


The Women’s Traffic Club of San 
Francisco held its monthly meeting, 
April 25, at the Alexander Hamilton 
Hotel. Miss Nerice Fugate, House of 
Charm, spoke on “Personal Path to 
Loveliness.” Past President Gertrude 
Verbarg has been awarded a gold pin in 
recognition of 25 years service with the 
Western Pacific Railroad Co. 





The Transportation Club of Louisville 
and the Ohio Valley Transportation Ad- 
visory Board held a joint meeting, April 
18, at the Kentucky Hotel. E. P. Rey- 
nolds, freight claim agent, Chesapeake & 
Ohio Railway, Richmond, Va., and chair- 
man, loss and damage committee, Ohio 


Valley Transportation Advisory Board, 
was the principal speaker. R. E. Keith, 
traffic manager, Colgate-Palmolive-Peet 
Co., and presdient of the club, presided. 





The Pacific Traffic Association, San 
Francisco, has designated the May 
meeting as foreign trade night. M. J. 
McCarthy of Berry & McCarthy will act 
as chairman of the meeting. 





The Traffic Club of New Orleans held 
a luncheon meeting, April 22, at the 
Roosevelt Hotel. John H. Bernard, 
Waterways & Harbors Commission, 
spoke on ‘‘The Port of New Orleans and 
its Future.” 





The Traffic Club of New England will 
hold its annual outing, June 25, at Bev- 
erly, Mass. 





‘The Traffic Club of Newark, N. J., 
will hold its first golf outing, May 9, at 
the Suburban Golf Club, Union, N. J. 
P. E. Cummins, St. Louis Southwestern 
— Lines, is chairman of the com- 
mittee. 





__ The Traffic Club of St. Louis will hold 
its annual election of officers, April 30, 
at the Hotel York. E. P. Curran is the 
retiring president. 





Ray Hurd, superintendent of car serv- 
ice, Belt Railway Co. of Chicago, was 
elected president of the Clearing-Cic- 
ero Traffic Conference, Clearing, IIl., at 
the recent annual meeting. Other of- 
ficers elected are: Vice-president, Hugh 
Crawford, superintendent of transporta- 
tion, Johnson & Johnson; secretary, 
Walter Ehlert, Johnson & Johnson; and 
treasurer, Harold A. Ward, traffic supre- 


Tariff Interpretation — Application of 
Motor Carrier Master Tariff 


Michigan.—Question: We find on page 
114 of Supplement No. 111 to Eastern 
Central Mofdr Carriers Association, 
Agent, Motor Freight Tariff No. 10, 
MF-ICC No. 36 (Everett H. Russel, 
Agent Series), exceptions by the Niagara 
Motor Express on “minimum rates” with 
the notation, ‘‘where the class 1 or 100 
rate is shown below (in cents per 100 
pounds, the minimum rates will be as 
shown opposite hereto): 


101 or less Class 60 2 Line 
102 to 109 Class 60 2 Line 
110 to 122 Class 60 2 Line 
123 to 153 Class 65 2 Line 
154 & over Class 85 2 Line’ 


By use of Tariff No. 10 we find that 
Rome, N. Y. takes a first class rate of 
112 cents from Detroit, Michigan and 
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visor, Norwalk Truck Line Co. Directors 
elected are: Frank N. Heles, Athey 
Products Co.; Robert L. Seeley, expedi- 
tor, Foster Freight Lines; and Erling 
Westgaard, traveling agent, Minneapolis 
& St. Louis Railway. 





The Traffic Club of Jersey City held 
its April meeting, at the Oyster Bay 
restaurant. Harry G. Regan was in 
charge of the program. 





The Calumet Transportation Associa- 
tion, East Chicago, Ind., will hold its 
eighth annual springtime dinner dance, 
May 4, at the Del Prado Hotel, Chicago. 





J. Paul Quinn, traffic manager, E. 
Keeler Co., was elected pres‘dent of the 
Central Pennsylvania Traffic Club, of 
Williamsport, Penna., at the April 17 
meeting. Other officers elected are: 
Vice-president, James Crew, traveling 
freight agent, Reading Co.; secretary, 
R. M. Gerber, Pennsylvania Railroad; 
treasurer, C. O. Bender, chief rate clerk, 
Pennsylvania Railroad; and_ historian, 
P. Wayne Hall, traffic manager, Bethle- 
hem Steel Co. Directors elected are: 
Bond L. Brungard, freight representa- 
tive, Hall’s Motor Express Co.; Arthur 
R. Bubb, traffic manager, Lycoming di- 
vision, Aviation Corp.; Sylvester T. 
Wolan, traffic manager, Chef Boy-ar-dee 
Quality Foods, Inc., Milton, Penna.; 
Paul W. Hartsock, traffic manager, 
Warner Co., Bellefonte, Penna.; and 
John N. Rathmell, owner, Rathmell 
Dray Lines. Members of the Wyoming 
Valley Traffic Club, of Wilkes-Barre, 
Penna., were guests at the meeting. 
Fred A. Doebber, Indianapolis, Ind., 
president, Associated Traffic Clubs of 
America, was the principal speaker. 


it is to be noted that by the use of 112 
cents in Niagara’s exceptions it would 
come under class 60. 

Eastern-Central Motor Carriers Asso- 
ciation, Master Tariff No. 2 states in 
paragraph (c) of Item 1 that—Except 
as otherwise provided in Rules 5 and 6, 
the applicable rate, arbitrary or charge 
named in tariffs made subject hereto 
must be determined before the increases 
authorized herein are applied. 

A certain carrier participating with 
the Niagara Motor Express in through 
rates maintains that the first class rate 
or 112 cents should be increased by 
Master Tariff No. 2 to arrive at the first 
class rate in order to be applicable to the 
exceptions taken by Niagara Motor, 
which would mean that the rate of 112 
cents would be increased by the Master 
Tariff to 124 cents, thereby placing it 
in the next bracket or Class 65. 

Class 60 on 112 cents gives a rate of 
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With L&L modern warehousing, Nerve Center 
of Distribution*, your product moves with 
satin-smooth speed from factory to storehouse 
to consumer... encased.in a theoretical oyster 
shell... that safeguards your business baby. 
Introduce your product to the creative talent of 
L&L's high I.Q. distribution experts. Write 
for the new L&L distribution brochure. 


_E. 
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67 cents plus the increase or 74 cents, 
while class 65 on 124 cents equals 81 
cents plus increase or 89 cents or a total 
increase of 15 cents. 

By this method the Ist class rate is 
increased and then again increased by 
the increases in the Master Tariff. 

Our contention is that the tariff pro- 
vides the legal rates chargeable and 
therefore 112 cents is the applicable 1st 
class rate and if paragraph C Item 1 
states that any charges named in the 
tariff must be determined before the in- 
crease we fail to see where it is possible 
to use the increase to arrive at the basic 
1st class. 

We would appreciate your interpreta- 
tion. 

Answer: Under the provision of the 
Master Tariff set forth in the third para- 
graph of your letter, it is our opinion 
that 74 cents is the applicable minimum 
rate. 

This rate is arrived at by first deter- 
mining the minimum rate named in 
Tariff No. 10, in accordance with the 
provisions of paragraph (c) of Item 1 of 
the Master Tariff, and applying thereto 
the increase authorized in that tariff. 

To apply to the first class rate in the 
first instance the increase authorized in 
the Master Tariff is to disregard the 
provisions of paragraph (c) of Item 1 
of the Master Tariff, as a rate so arrived 
at is not the rate named in Tariff No. 10 
before the increase has been added. 


Tariff Interpretation — Application of 
Rule 19 of Consolidated Classification 


Utah.—Question: In the case of fold- 
ing furniture is it permissible to use a 
2nd class rating provided by exception to 
the classification for Furniture, KD, 
when the article shipped is folded or 
folded flat, reducing the space occupied 
by 50% to 75%? 

For example, Item 560, of WTL Tariff 
350-B, Agent Kipp’s ICC No. A-3202, 
provides 2nd class rating on Furniture, 
LCL, all kinds, as described in Western 
Classification, etc. Articles rated lower 
than 1st class, set up, and lower than 
2nd class, KD, will be subject to the 
classification basis. The term KD is not 
defined in the tariff, so the classification 
definition under Rule 19 is presumed to 
govern. This rule reads: 

Ratings on articles KD apply only when 


article is taken apart in such manner as to 
materially reduce space occupied. Merely sep- 








Railroads and Post Office 


Confer on Mail Service 


First nation-wide railway mail service conference 
held in Chicago. Post office department will have 
streamlined mail cars on nation’s fast passenger 
trains. Hannegan tells railroads they stand to lose 
$12,000,000 yearly through shift to air mail, but that 
other factors may compensate them. Gurley urges 
government not to play favorites in transportation of 


mail 


First class registered mail and mailed daily papers will be 
transported in streamlined mail cars on the nation’s new high- 
speed passenger trains, C. F. Rank of Chicago, manager, mail 
department, Milwaukee Road, and chairman of the Association 
of American Railroads railway mail committee, announced 
April 23, following a meeting between the A. A. R. committee 
and a post office department committee headed by John D. 
railway mail service. 
meeting was held at the Congress Hotel, Chicago, as part of 
the first nation-wide conference, April 22-25, of the United 
States Post Office Department’s railway mail service. 
Among objectives of the conference are improved railway 


Hardy, general superintendent, 


arating article into parts without reducing 
bulk does not constitute knocking down or 
entitle article to KD rating. 


Must this be taken literally or inter- 
preted reasonably? We recall that a rul- 
ing was issued to the effect that reducing 
space occupied by 33 1/3% entitled a 
shipment to KD rating. Therefore, if the 
space occupied by an article is reduced 
50% to 75% by folding it would seem 
that such a shipment should be entitled 
to the KD rating. Knocked down, folded 
or folded flat are synonomous terms 
anyway in numerous commodity rate 
items, indicating that folding is synon- 
omous with knocking down since the 
space occupied is materially reduced. 
‘the reason for according KD ratings 
lower than SU ratings, is that the KD 
article takes up less loading space in a 
car and is less susceptible to breakage, 
and a folded article accomplishes this 
just the same as a KD aarticle, in fact, 
more so because there are not so many 
pieces to handle. 

Will you please advise if the classifica- 
tion exception rating does or does not 
apply to articles folded reducing space 
occupied 50% to 75%, and refer to any 
decisions supporting either view? 

Answer: Your reference to a ruling to 
the effect that reducing the space occu- 
pied by an article 3344% entitles a ship- 
ment to a knocked down rating, prob- 
ably originated with what was stated as 
defendants’ practice in the report of the 
Commission in Payne Furnace & Supply 
Co. vs. Atchison, T. & S. F. Ry. Co., 188 
Lc. Coat. 

On page 208 of the above report the 
Commission said: 


No specification is made respecting what 
constitutes a material reduction in space, but 
defendants in practice treat as material a 
reduction of one-third or more in the space 
occupied by the completely assembled article 
and the taking apart of that article which 
effects such a reduction in space as a knock- 
ing down of the article within the meaning of 
the rule. 


On page 210, the Commission’s finding 
read in part: 

Accordingly, we find that complainant’s 
floor and wall furnaces, as tendered for ship- 
ment, are ‘‘knocked down’’ within the mean- 


ing of that expression as used in the western 
classification. . 


In this case furnaces shipped were 


taken apart by disconnecting the gas 
burners, venturi tubes, burner feed pipes 
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and burner cocks, pilot feed pipes and 
pilot cocks, pilot tips, etc., and packed for 
shipment so that they occupied materi- 
ally less space than when completely 
assembled. 

Defendants contended that the vent 
manifold was not an intregal part of the 
furnace and that its removal did not 
constitute a knocking down of the fur- 
nace within the meaning of that expres- 
sion as employed in the classification. 
Defendants further contended that the 
body of the furnace should be regarded 
and treated as a unit and that, as no re- 
duction in bulk of that unit is accom- 
plished by detachment and removal of 


‘parts protruding or projecting there- 


from, the furnaces are not knocked down 


‘to any appreciable extent. 


In the course of its opinion the Com- 
mission further said: 

However, the manner in which an article 
shall be taken apart in order to conform to 
the definition of ‘‘knocked down’”’ is not spe- 
cified, by the classification, or, so far as ap- 
pears, had not been definitely fixed by general 
practice . . The record indicates that the 
heating unit or furnace proper of the wall- 
type furnace, as tendered for shipment, oc- 
cupies one-third less space than the same unit 
fully assembled and crated. 

It is our opinion that the Commission 
did not base its decision merely on the 
fact that the space occupied by the ar- 
ticle was reduced, but took into consider- 
ation the fact that the articles tendered 
for transportation were taken apart, 
thus materially reducing the space oc- 
cupied and when so shipped were en- 
titled to the KD rating. 

According to the opinion, it was the 
practice of the defendant to treat as ma- 
terial a reduction of one-third or more 
in the space occupied by the completely 
assembled article and the taking apart 
of the article which effects such a reduc- 
tion in space as a knocking down of the 
article within the meaning of the rule. 

Rule 19, which defines a knocked down 
article makes no mention of the “fold- 
ing” of an article, but definitely provides 
that the article be “taken apart” and the 
“materially reduced space occupied,” ac- 
cording to our interpretation, must be 
achieved by the “taking apart” of the 
article. 

An article folded is in no sense taken 
apart. Therefore, it is our opinion that 
a rating established to apply on knocked- 
down articles will not apply to articles 
that are folded. 








post office, terminal and air mail field organizations; improved 
management-labor relations; a study of the effect of post-war 
train schedule changes on postal organizations; and planning 


Chicago. 


for improved surface transportation and handling of mails. 
Hannegan on Railways and Mail 


Both the railroads and the post office are readjusting pro- 
cedures to put the faster rail schedules into effect, and to have 
railway mail share their benefits to the fullest, Postmaster Gen- 
eral Robert E. Hannegan stated, April 23, at a dinner given 
by the A. A. R. to railway mail officials in the Congress Hotel, 


Mr. Hannegan’s address was read by Gael Sullivan, second 
assistant postmaster general, Mr. Hannegan having been called 


The 





to a White conference. 


The loss in railroad revenues through the shift to air mail 
is estimated at $12,000,000 a year under the proposed mail al- 
lotments, according to the postmaster general, adding that the 
loss may be compensated for by other factors. 

Mr. Hannegan promised that the post office would do its 
part in improving railway mail service, adding that if such 
service “demands reasonable concessions from us, we will 
make those concessions—all the way down the line, in hundreds 
of instances. We have vision enough to see that when we im- 
prove mail service and speed railroad schedules, we take two 
steps forward toward realizing the strongest possible transpor- 
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There is a kinship between the railroads and the Rail- 
way Mail Service; 





—a special relationship based upon their mutual sense 
of public responsibility; 








r pro- —a peculiar bond growing out of their dependence 
| — upon each other in the sure performance of an essential 
given service to the nation and all of its people. 
Hotel, 
The service they render together is universal—reaching more than 42,000 
ae railroad stations to and from which mail is handled. It is dependable—with 
mail trains making their runs every day, in every season and in all kinds of 
r mail weather. It is economical—with first-class mail sent by rail providing surplus 
- - revenues which help support other valuable services of the Post Office Dept. 
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That’s one good reason to Ask Your Consignee 
to SPECIFY CLIPPER EXPRESS 


Here are 10 reasons why it’s a good business buy: 
1. Speeds delivery. 2. Dealers cash in while the de- 
mand lasts. 3. Dealers can operate on smaller inven- 
tories. 4. Less loss through obsolescence. 5. Quicker 
turnover. Good for you, too—6. Creates new markets, 
widens old ones. 7. You can manufacture for all 
markets at one time. 8. Cuts down on warehousing 
abroad. 9. Less tied-up capital. 10. Simplifies docu- 
ments and bookkeeping. 

For information on Clipper Express call Railway 
Express Agency, Inc. Pickup in every city and prin- 
cipal town in the U.S.A. at no extra charge. 


Now you can 
ship Clipper 
Express to 4 
Continents 


PAN AMERICAN 
AMA ALLZ AAS 


<— PAA _ = 
The System of the 
Flying Clippers 








EVERYWHERE 
ALONG THE WAY 








Call your local 
TWA Office for 
rates and information. 


/RFREIG 
wk de 


SERVING * 








a _ 
NEWNORLEANS 


GULF MOBILE & OHIO RAILROAD 


TRAFFIC WORLD 


tation system for our country, to carry its commerce and to be 
a bulwark of its defense.” 


Fred G. Gurley, president of the Santa Fe System, ex- 
pressing the carriers’ views, said that in 1944 the railroads 
handled more than 92 per cent of the total air mail and first 
class mail combined, yet received less than 43 per cent of the 
total payments—$21,000,000 to the air lines’ $28,000,000. 


“The railroads are engaged in a competitive venture and 
no one knows more than the managers of the railroads how 
intensive it probably will continue to be,” stated Mr. Gurley. 
“We cannot take issue with the matter of competition. We 
expect it and it.is a perfectly proper part of our economy. 

“I have a~strong personal opinion, however, to the effect 
that our government should play no favorites. That is per- 
haps another way of stating my conviction that public mon- 
eys should not be used for transportation charges over and 
above the value of the service. In fact, we feel that the user 
of the service should pay the charge.” 


The importance of mail to the railroad industry is evi- 
denced by the fact that one out of every 13 owned passenger 
cars in the United States is a railroad post office car in which 
mail is picked up, sorted and distributed enroute, and in addi- 
tion to these 3,000 cars there are approximately 13,000 other 


railroad cars available for the transportation of storage mail, 
said Mr. Gurley. 


Peter Schardt, vice-president of the Southern Railway Sys- 
tem, was toastmaster at the dinner. Mr. Schardt was also 
principal speaker at the afternoon conference between repre- 
sentatives of the railroads and the post office. 


Sullivan Praises Railroads 


Earlier in the day, Second Assistant Postmaster General 
Sullivan said that in its job of moving mail better, faster and 
cheaper, the post office uses all sorts of facilities. ‘As things 
are now the railroads do the biggest and best jobs. Whatever 
rainbow visions of the future may be, from the point of view 
of facilities, personnel and regularity the post office is a long 
way from putting all the mail in the air. The post office has 
got to move mail today, and every day, and the basic arteries 
of post office operations are and will remain the railroads. 


Burgess on Air Mail 


Robert S. Burgess, superintendent of the post office’s di- 
vision of air mail service, addressing the railway mail confer- 
ence on the morning of April 23, said there were 67,000 route 
miles of domestic air mail service today. He said the post of- 
fice’s subsidy to air transportation was “one of the most far- 
sighted investments in private enterprise of any governmental 
agency,” and had proven most profitable to the post office. 
His department, he stated, had notified the Civil Aeronautics 
Board that the post office would henceforth take a very active 
interest in all C. A. B. proceedings concerning mail. Mr. Bur- 
gess predicted that the 5 cent air mail rate recommended by 
Mr. Hannegan would soon be in effect. The post office was 


also investigating the use of the helicopter in the carriage of 
mail, he said. 


Bethge on Mail 


Addressing the afternoon session of the conference on 
April 22, Charles A. Bethge, vice-president of Aldens Chicago 
Mail Order Co., Chicago, speaking on ‘Merchandising the 
Mail,” said that postal revenues in 1945 were $1,314,000.000, 
and that the post office today ranked in size with the nation’s 
ten largest companies. If he were operating the post office as 
a private business, Mr. Bethge, said he would do the following: 
Consider the use of exclusive mail trains where volume war- 
ranted; institute overnight mail service to New York from 
Chicago, with early-morning delivery; furnish more highway 
postal service to smaller towns; use fastest train service at all 
times; try experiment of making possible three-hour delivery 
service in same city; issue special stamps yearly commemor- 


ating the various holidays; and streamline mail boxes and mail 
trucks. 


At a meeting of the Railway Mail Association, April 23, 
all officers were re-elected for the coming year. 


New Mail Car Displayed 


A new railway post office car, constructed by the Penn- 
sylvania Railroad in collaboration with the Post Office Depart- 
ment, was displayed and dedicated at the Chicago Union Sta- 
tion, April 23. The new car was named the ‘‘Robert E. Hanne- 
gan” in honor of the postmaster general. The car features 
larger doors to speed the handling of mail, new full vision win- 
dows, more efficient lighting and heating, and a new vent:la- 
tion system. Daniel M. Sheaffer, assistant to vice-president, 
operations, Pennsylvania Railroad, presided. 
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LYON COVERS 
ke THE WEST COAST 


If the consignment is to any 
point in California, Oregon 
or Washington, specify Lyon. 
Offices in San Diego, Los 
Angeles, Fresno, Sacramen- 
to, San Francisco, Portland, 
Tacoma, Seattle. Member of 
AWA, NFWA, Allied Vans. 


MAIN OFFICES: LOS ANGELES, CALIFORNIA 







Faster Transit Time 


The new Pope & Talbot Fleet is now 
at your command for rapid depend- 
able intercoastal service. 
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» SERVI FROM PACIFI¢ 


N ATLANTI 





The Acme Unit-Load process is ap- 
proved by the A.A.R. for bracing 
straight, mixed, pool and stop over 
cars, and bracing car doors. 


* REG. U. 8. PAT. OFF. 


ACME STEEL COMPANY 


NEW YORK 17 ATLANTA CHICAGO 8 LOS ANGELES 11 
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Mid-West Shippers Advisory Board 
Hears Layng on Railway Finances 


“If private enterprise in the railroad industry is not pre. 
served and the railroads do not do well, then private enterprise 
will not be preserved in other industries. We are all in the same 
boat and we will all either stay afloat in it together or we will 
all sink in it together,” warned Charles Layng, of Chicago, 
western editor of Railway Age, in a talk at the luncheon spon- 
sored jointly by the Traffic Club of Chicago and the Mid-West 
Shippers Advisory Board, April 18, at the LaSalle Hotel, Chi- 
cago. Mr. Layng presented the address prepared by Samuel O. 
Dunn, chairman of the board, Simmons-Boardman Publishing 
Ce: who was prevented by illness from attending. 

In discussing the financial problem of the railroads, Mr. 


Layng said that, while the same situation confronts the railways | 


and industry, within the past five years there has been no gen- 
eral advance in freight rates, whereas there has been a general 
increase of more than one-third in commodity prices. Increases 
in rail operating expenses, he said, brought about by recent 
wage awards which added $620,000,000 to the payroll, and the 
approximate $350,000,000 increase in costs of materials, supplies 
and fuel, threaten to exceed the net operating income estimated 
for 1946. 

In January and February, 1946, net railroad operating 
income after taxes amounted to $129,000,000, a rate of about 
$1,050,000,000 yearly. 

The average revenue per ton mile of the railways was 31.5 
per cent higher in 1921 (after government operation) than it 
was 24 years later in 1945, said the speaker. “Our shippers may 
well be glad that we retained private operation during World 
War II, and, in consequence, do not have to face now the pros- 
pect of advances in rates required to remedy huge deficits re- 
sulting from the squandering of money under government opera- 
tion, as well as to cover current and prospective increases in 
railway operating expenses.” 

Whether the railroads remain under private ownership or 
go into government ownership, concluded Mr. Layng, they will 
have to be rehabilitated and expanded. ‘Business and the people 
will have to pay in one way or another, in rates, or taxes, or 
both, the cost of providing good and adequate railroad service.” 

Bryan on Perfect Shipping 

J. Earl Bryan, general traffic manager, Wisconsin Paper & 
Pulp Manufacturers Traffic Association, Chicago, and general 
chairman of the national management committee of the annual 
perfect shipping campaign, first luncheon speaker, said that due 
to war-time setbacks, shippers and carriers are almost back to 
where they started 20 years ago in the war against freight loss 
and damage. Such damage amounted to $120,000,000 twenty 
years ago, was whittled down to $20,000.000 ten years ago, and 
today is back to $100,000,000 for both railroads and truck lines, 
he said. 

The perfect shipping campaign this year has been marked 
by more intensified interest, with numerous meetings and con- 
ferences being held in all parts of the country, said the speaker. 

He called attention of shippers to a report of one railroad 
weighing and inspection bureau which inspected 218 shipments 
in March, with the following findings: Improper containers, 
2,598; damaged articles, 112; articles shipped loose, contrary to 
rules, 501; improperly tagged containers, 1,545; and containers 
bearing old marks, 498. 

In 1945, 70 per cent of all railroad freight loss and damage 
applied to carload shipments, traceable largely to improper 
stowing in cars, he said. Mr. Bryan urged shippers to take 
advantage of engineering advice available at the Forest Prod- 
ucts Laboratory at Madison, Wis., the Institute of Paper Tech- 
nology at Appleton, Wis., or at the laboratories maintained by 
container manufacturers. 

This year, he said, every advisory board has embraced the 
idea of carrying out the campaign against freight loss and 
damage throughout the year. In the mid-west territory it is 
planned to concentrate, for three-month periods, on the various 
causes, such as improper marking or inadequate strength of 
container. 

Mr. Bryan cited the motor carrier industry for its work in 
organizing active loss and damage committees throughout the 
country. He said that Traffic World had done an even better 
job this year than in 1945, in publicizing the April perfect ship- 
ping campaign. 

The two luncheon speakers were introduced by E. F. Hamm, 
Jr., publisher of Traffic World and chairman of the public affairs 
committee, Traffic Club of Chicago. Mr. Hamm said that the 
economic losses attributable to freight loss and damage were 
not recoverable. He expressed the hope that shippers and car- 
riers could more nearly approximate perfect shipping, now that 
the pressures of war were lifting. 

The regular meeting of the Advisory Board’ was held the 
morning of April 18, in the same hotel. 

A. H. Schwietert, traffic director, Chicago Association of 
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H’ is a track raiser taking a sight 


necessary for accurately raising 


track during a ballasting job on The 
Milwaukee Road. This stretch of double 
track is rated by engineers tops for 
high speed operation. It cushions the 
HIAWATHAS and a great fleet of super- 
speed trains running on faster than mile- 
a-minute schedules between Chicago, 
Milwaukee and the Twin Cities. 


Properly cared for, a well built road 
bed improves with age. The Milwaukee 
Road program of track improvement and 
maintenance never stops. As the track 
expert pictured above with his head to 
the rail said, ““We make ’em as smooth 


as a ballroom and as solid as Gibraltar.” 
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Commerce, presided as general chairman of the meeting. In 
commenting on the car supply, Mr. Schwietert said that it had 
improved since the last meeting in January due to the removal 
of restrictions by the Office of Defense Transportation. He also 
stated that more restrictions would be removed as conditions 
permit. 

George M. Cummins, general secretary of the board, an- 
nounced that the next meeting of the board will be held either 
July 18 or July 19, at Burlington, Iowa. 

W. H. Ott, general traffic manager, Kraft Foods Company, 
Chicago, chairman, vigilance committee, reported that the com- 
mitteevoted to continue its work, for at least three months 
more. He reported that the average length of detention of car 
was on the down-grade, and that due to the two-day reduction 
in turn-around time, there has been a 14 per cent decrease in 
detention time by industry. 

J. J. Mahoney, general superintendent transportation, Atchi- 
son, Topeka & Santa Fe Railway, Chicago, reporting for the 
railroad contact committee, said that terminal and over the 
route service had improved considerably since the last meeting, 
and that there had been a reduction of 24 hours in service to 
and from the west coast. The bad order situation had not 
improved materially, due to repairs being detained awaiting 
materials, said he. 

Reporting for the planning committee, Fred A. Schleifer, 
president, Schleifer & Associates, Chicago, told of the railroads’ 
modernization and replacement of passenger stations and freight 
depots, and yards. He also said that a study was being made of 
the road beds to eliminate soft beds, and to improve the design 
in tracks. New passenger equipment is being built in accordance 
with the specifications adopted by the Association of American 
Railroads in 1939. Mr. Schleifer also advised of a study that 
was being made to reduce the tare weight of freight cars, and 
of the new refrigerator car program. 


National Transportation Conditions 


R. E. Clark, manager, closed car section, car service division, 
Association of American Railroads, Washington, D. C., spoke on 
national transportation conditions, and advised that while they 
were not entirely satisfactory, there was much improvement 
shown. Of 4.3 per cent of total cars in service needing repairs, 
4.1 per cent are box cars. There are 9,600 more unserviceable 
cars than at the corresponding period in 1945. During the first 
13 weeks of 1946 carloads had fallen off 3.4 per cent over the 
same period of 1945. He mentioned that the average turn- 
around time in March was 14.8 days, which was 10 per cent 
under January, but one-half day longer than in 1941. While 
there were between 365,000 and 367,000 freight cars being 
loaded a week at the end of the war, he stated that presently 
378,000 cars a week are now being loaded. This figure repre- 
sents 175,000 more cars a week average in the first 3 months of 
1946 as compared to the same period in 1945. There are 42,000 
more box cars on home roads today. Mentioning that a bumper 
wheat crop was expected, he said that approximately one billion 
bushels would be transported for the third consecutive year. 
The l.c.l. traffic is now averaging 128,000 cars a week, which is 
one-third of the total cars now loading. This is the highest level 
attained since April, 1942, when O.D.T. No. 1 was issued. Water- 
melons will be about 15 per cent above last year, necessitating 
the withdrawal of ventilated box cars from service, since there 
are only 11,000 such cars owned. The automobile industry is 
using 700 cars a day. The railroads plan to have 40,000 auto 
device cars in service, and 21,000 have already been equipped. * 
The 7,300 parts cars now in service will be increased to about § 
13,000 or 14,000. The refrigerator car situation will continue to § 
be tight throughout the year, with 35,000 being loaded weekly 
since the start of the new year, as compared to 29,000 a year ago. 
Stock cars will reach their peak in about ten days. Although | 
stock car loadings averaged 16,602 a week, which is the highest 
figure reached since 1932, there were 27,000 more cars available 
in 1932. The gondola and hopper cars are adequate, and no 7 
trouble is anticipated with the supply of these cars. New cars | 
and new equipment received thus far in 1946 totalled 8,006 cars | 
of all types, of which 4,100 were box cars. This compares to 
13,000 cars received in 1945. There are on order 40,000 cars, 
of which about one-half are box cars. 

J. Earl Bryan spoke about the April perfect shipping month 
campaign, and advised that a plan was being considered to make 
this a year-round campaign. Mr. Bryan asked Claude E. Couch, 
division traffic manager, the Glidden Co., to reiterate his re- 
marks of the previous day with regard to perfect shipping. 

J. J. Hayden, car service division, Association of American 
Railroads, Chicago, stated that there were two outstanding 
embargoes still in effect: (1) Carload freight to Mexico, and 
(2) shipments to ports. C. W. Taylor, manager of refrigerator 
car service, A. A. R., commenting on the refrigerator car: situa- 
tion, stated that there would be no more new cars this year, and 
therefore the heavy loading program of fruits and vegetables 
must be continued. He further stated that very little damage 
was attributable to the heavy loading program. 





